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SECURITIES ACT OF 1933 
Section 3(b) and Regulation A 
Release No. 5721/June 30, 1976 


In the Matter of 


TAXPAYERS AID SOCIETY, INC. 
(24A-2283 and A-857) 


ORDER TEMPORARILY SUSPENDING EXEMPTION, 
STATEMENT OF REASONS THEREFORE, AND NOTICE OF 
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OPPORTUNITY FOR HEARING 
| 


On December 23, 1975, Taxpayers Aid Society, Inc. (the 
“issuer’’), a North Carolina corporation with offices at 107 N. 
Vance Street, Pembroke, North Carolina 28372, filed with 
Atlanta Regional Office of the Securities and Exchange 
Commission a notification, offering circular and related ex- 
hibits for a proposed offering of $500,000 (aggregate) of 
short-term promissory notes in order to obtain an exemption 
from the registration requirements of the Securities Act of 
1933, as amended, pursuant to Section 3(b) thereof and 
Regulation A promulgated thereunder. No amendments 
have been filed and a commencement date for the offering 
has not been established. 


The Commission has reasonable cause to believe, on the 
basis of information reported to it by its staff, that: 


A. The notification, offering circular and other sales 
literature contain untrue statements of material facts 
and omit to state material facts necessary to make the 
statements made, in light of the circumstances under 
which they were made, not misleading, in particular 
with respect to: 


1. The failure to disclose in the notification and offer- 
ing circular that the issuer had commenced the offer- 
ing of its short-term promissory notes prior to the filing 
of the notification and the issuer's sales of securities in 
violation of Section 5(a) of the Securities Act of 1933 
within one year prior to the filing of the notification. 


2. The failure to disclose in the offering circular that 
the issuer's ‘‘guaranteed’’ notes were, in fact, un- 
secured. 


3. The failure to disclose adequately in the offering cir- 
cular the nature of the issuer's business operations; 


4. The failure to provide in the offering circular the 
financial statements required by Regulation A 
prepared in accordance with generally accepted ac- 
counting principles; and 


5. The inclusion in the offering circular of an inade- 
quate and misleading accountant’s report on the 
financial statements furnished. 


B. The terms and conditions of Regulation A have not 
been met in the following respects: 


1. The offering, if allowed to commence, would exceed 
the ceiling restrictions imposed by Rule 254; and 


2. An injunction was issued by the United States 
District Court for the Eastern District of North Carolina 
against the issuer and a director, officer, principal 
shareholder and promoter presently connected with 
the issuer after the Regulation A which would have 
rendered the Regulation A exemption unavailable if it 
had occurred prior to such filing; and 


3. The failure to provide in the offering circular the 
financial statements required by Regulation A 
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prepared in accordance with generally accepted ac- 
counting principles. 


C. The offering, if commenced, would be in violation of 
Section 17 of the Securities Act of 1933, as amended. 


It appearing to the Commission that it is in the public in- 
terest and for the protection of investors that the exemption 
of the issuer under Regulation A be temporarily suspended, } 


IT 1S ORDERED, pursuant to Rule 261(a) of the General 
Rules and Regulations under the Securities Act of 1933, as 
amended, that the exemption of the issuer under Regulation 
A be, and hereby is,temporarily suspended; 


IT IS FURTHER ORDERED, pursuant to Rule 7 of the Com- 
mission’s Rules of Practice, that the issuer file an answer 
to the allegations contained in this order within thirty days 
of the entry thereof: 


NOTICE IS HEREBY GIVEN that any person having any in- 
terest in the matter may file with the Secretary of the Com- 
mission a written request for a hearing within thirty days 
after the entry of this order; that within twenty days after the 
receipt of such request the Commission will, or at any time 
upon its own motion may, set the matter down for a hearing 
at a place to be designated by the Commission for the pur- 
pose of determining whether this order of suspension should 
be vacated or made permanent, without prejudice, however, 
to the consideration and presentation of additional matters 
at the hearing; and that notice of the time and place for the 
said hearing will be promptly given by the Commission. If no & 
hearing is requested and none is ordered by the Commis- 

sion, the order shall become permanent on the thirtieth day 
after its entry and shall remain in effect unless it is modified 
or vacated by the Commission. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5728/July 26, 1976 


SECURITIES EXCHANGE ACT OF 1934 ee 
Release No. 12654/July 26, 1976 ‘ 


[Release Nos. 33-5728 and 34-12654; File No. S7-646] 
FORMS FOR REGISTRATION STATEMENTS 

Notice of Proposed Amendments and Proposed Rescission 
The Securities and Exchange Commission today published 
for comment proposed amendments to Form S-7 [17 CFR 


239.26] and Form S-16 [17 CFR 239.27], which would 
make these forms available to a larger number of issuers, 
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and a proposal to rescind Form S-9 [17 CFR 239.22], under 
the Securities Act of 1933 (Securities Act’) [15 U.S.C. 77a 
et seq., as amended by Pub. L. No. 94-29 (June 4, 1975)]. 
The proposed amendments to Form S-7 also would expand 
the availability of that form to issuers presently registering 
securities on Form S-9, making the latter form unnecessary. 


This release contains a general discussion of the 
background, purpose and effect of the proposed 
amendments and a brief description of certain significant 
aspects of the proposals. Attention is directed to the at- 
tached text of the proposals for a more complete understan- 
ding. 


BACKGROUND AND PURPOSE 


In Securities Act Release No. 5613 (September 11, 1975) 
(40 FR 44584), the Commission published for comment 
proposed amendments to Form S-7 which would substan- 
tially relax the conditions to use of that form, as well as Form 
S-16.' At that time, the Commission announced that Forms 
S-7 and S-16 would be available to issuers which met the 
then-proposed amended conditions to use of the forms 
while the proposals were pending. Comments received on 
those proposals, as well as experience with the use of Forms 
S-7 and S-16 pursuant to the proposed amendments, have 
been favorable. Accordingly, the Commission is republishing 
those proposals for comment, together with additional 
proposals which would further relax the conditions to use of 
Forms S-7 and S-16, thus making these short registration 
forms available to a larger number of issuers and making 
Form S-7 available for the registration of securities to be 
offered in exchange for other securities, as well as for cash. 
In developing the present proposals, the Commission has 
carefully considered the comments received on the earlier 
proposals. 


Issuers eligible to use Forms S-7 and S-16 for the registra- 
tion of securities are permitted to omit from the Form S-7 
prospectus, or to incorporate by reference in the Form S-16 
prospectus, substantial information already provided to 
security holders or available to investors in reports filed with 
the Commission pursuant to the Securities Exchange Act of 
1934 (‘Exchange Act’’) [15 U.S.C. 78a et seq., as amended 
by Pub. L. No. 94-29 (June 4, 1975)]. As a result, a Form S- 
7 or S-16 prospectus generally is much simpler and shorter 
than one prepared pursuant to other available forms and the 
burden and expense to registrants of preparing the registra- 
tion statement is reduced. 


The present proposals would make Forms S-7 and S-16 
available to a larger number of those issuers which are sub- 
ject to the reporting requirements of the Exchange Act, thus 
reflecting recent improvements in the nature and extent of 
the information required to be included in reports filed with 
the Commission and provided to security holders under the 
proxy requirements of that Act and the increased availability 
of such information to the investing public. 


The Commission also proposes, if the amendments to Form 
S-7 are adopted substantially as proposed, to rescind Form 
S-9, a form presently available for registration under the 
Securities Act of non-convertible, fixed interest debt 
securities by issuers subject to the reporting requirements of 
Section 13 or 15(d) of the Exchange Act and which meet 
certain other conditions. In recent years, Form S-9 has been 


‘used by a continually decreasing number of issuers, and a 


survey of registration statements on Form S-9 filed during 
the past three years indicates that almost all issuers who 
have used the form during this period would be eligible to 
use Form S-7, as proposed to be amended, for the registra- 
tion of debt securities. 


These proposals are a part of the Commission's continuing 
efforts to further integrate the corporate disclosure re- 
quirements under the federal securities laws by permitting 
information provided to investors pursuant to the continuous 
disclosure requirements of the Exchange Act to be relied 
upon in lieu of disclosures which otherwise would be re- 
quired in registration statements under the Securities Act. 


USE OF PROPOSED REVISED FORMS S-7 AND S-16 
PRIOR TO ADOPTION OF AMENDMENTS 


Since the proposed amendments represent a relaxation of 
present requirements or are consistent with existing staff in- 
terpretative positions, the Commission will permit 
registrants to use Forms S-7 and S-16 as proposed to be 
amended while the proposals are pending. Form S-9 would 
continue to be available to persons wishing to use that form 
until such time as the Commission decides whether to res- 
cind it. 


PROPOSED REVISIONS IN THE RULE AS TO USE OF 
FORM S-7 (AND FORM S-16) 


The amendments proposed today would make Form S-7 and 
Form S-16 available for the registration of debt or equity 
securities by any issuer with a class of securities listed on a 
national securities exchange or any domestic issuer with a 
class of equity securities registered pursuant to Section 
12(g) of the Exchange Act, provided that the issuer has been 
subject to the requirements of Sections 13 and 14 of the Ex- 
change Act for three years prior to the filing of the registra- 
tion statement, has timely filed all reports required 
thereunder for the past twelve months, and meets certain 
other conditions. A detailed discussion of the conditions to 
use of Forms S-7 and S-16, as proposed to be amended, is 
set forth below. 


Proposal to Modify Requirement that Issuer have a Class of 
Securities Registered under Sections 12(b) or 12(g) of the 
Exchange Act 


The Rule as to Use of Form S-7 presently requires that an 
issuer have a class of equity securities registered pursuant to 
Section 12(b) of the Exchange Act or be a domestic issuer 
with a class of equity securities registered pursuant to Sec- 
tion 12(g) of that Act. The amendments proposed today 
would make the form available to any issuer with a class of 
securities (debt or equity) registered pursuant to Section 
12(b) of the Exchange Act, as well as to any domestic issuer 
with a class of equity securities registered under Section 
12(g) of that Act.? This proposed amendment is intended to 
reflect the fact that through reports filed with the Commis- 
sion pursuant to Section 13 of the Exchange Act the infor- 
mation available to the investing public concerning issuers 
with a class of debt securities listed on a national securities 
exchange is substantially similar to the information available 
concerning issuers with a class of equity securities listed on 
an exchange.? 
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Proposal to Modify Requirement Relating to Compliance 
with Sections 13 and 14 of the Exchange Act 


In order to meet the present conditions to use of Forms S-7 
and S-16, an issuer must have complied in all respects, in- 
cluding timeliness, with the requirements of Sections 13 and 
14 of the Exchange Act for three fiscal years prior to the fil- 
ing of the registration statement. 


The amendments proposed today would modify this provi- 
sion to require that the issuer have been subject to Sections 
13 and 14 of that Act and have filed all reports required 
thereunder for at least three calendar years prior to the filing 
of the registration statement. This proposal would make 
Forms S-7 and S-16 available to a wider range of issuers 
and, at the same time, should assure that sufficient informa- 
tion about issuers using the forms is available to the in- 
vesting public through the Exchange Act reporting system. 


ln addition, the period during which all such reports must 
have been timely filed would be reduced from three fiscal 
years to twelve calendar months.‘ This is intended to reduce 
the hardship (that is, the loss of the right to use Forms S-7 
and S-16 for a period of time) which may result from an 
issuer's failure to meet the timeliness requirement and, at 
the same time, to provide sufficient incentive to issuers to 
timely file all required reports. Generally, the staff will strictly 
enforce this condition to use of Forms S-7 and S-16, since 
the timely filing of required reports under the Exchange Act 
is essential to maintain the availability to the public of 
current and adequate information concerning registrants.® 


Proposal to Eliminate Continuity of Management Require- 
ment 


The Commission proposes to eliminate as a condition to the 
use of Form S-7 or S-16 the requirement that a majority of 
the existing board of directors of the issuer has held that of- 
fice for the last three fiscal years. 


In recent years, the staff has received and granted numerous 
requests for waivers of this condition in circumstances 
where issuers have been unable to meet this requirement 
because, for example, of recent increases in the size of the 
board of directors or because of turnover on the board due to 
the death or retirement of directors. In light of this ex- 
perience, the Commission believes that the requirement is 
unnecessarily restrictive and that issuers should not be 
precluded from using Form S-7 or S-16 simply because 
there has been a change in the majority of the board of 
directors. 


Nevertheless, where there has been a recent change in con- 
trol of the issuer within the meaning of Securities Act Rule 
405(f) [17 CFR 230.405(f)|, the Commission believes that 
current information concerning the issuer's management 
and the principal holders of its securities, including their 
remuneration and interests in transactions with the issuer, 
may not be publicly available and should be included in the 
Form S-7 or S-16 prospectus. Accordingly, as described 
below, the Commission also is proposing to add a new Item 
10 to Form S-7 and to amend Item 9 of Form S-16 to re- 
quire disclosure of such information where there has been a 
change of control. 


Proposal to Modify Requirement Relating to Defaults 
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The proposals published for comment today would reduce 
from ten years to three years the period during which the 
issuer and its subsidiaries may not have defaulted in the pay- 
ment of any dividend or sinking fund installment on 
preferred stock, or in the payment of any principal, interest 
or sinking fund installment on any indebtedness or borrowed 
money, or in the payment of rentals under long term leases, 
as a conditin to use of these forms. In additon, the Rule as to 
Use of Form S-7 would be amended to make clear that this 
condition relates to defaults on any indebtedness, whether 
for borrowed money or for any other purpose.® It also should 
be noted that the term ‘‘default’’ as used herein has been, 
and will continue to be, interpreted to include the failure to 
pay a dividend on preferred stock. Such a ‘‘default’’ cannot 
be remedied for purposes of this requirement by a subse- 
quent payment of the missed dividend. 


Proposal to Modify Minimum Earnings Requirement 


The present Rule as to Use of Form S-7 requires that the 
issuer and its subsidiaries have had a net income, after taxes 
but before extraordinary items, of at least $500,000 for 
each of the last five fiscal years. The amendments proposed 
today would reduce the minimum earnings required to 
$250,000 for three of the last four fiscal years, including the 
most recent fiscal year.’ In response to public comments 
received concerning the September, 1975 proposal to 
amend Form S-7, the amendments provide that the 
cumulative effect of a change in accounting principle shall 
be excluded in determining net income. 


Proposal to Eliminate Requiement Relating to Earned 
Dividends 


The Rule as to Use of Form S-7 presently requires that if the 
securities to be registered are common stock or are converti- 
ble into common stock, the registrant shall have earned, in 
each of the last five fiscal years, any dividends paid in such 
years. The Commission is proposing to eliminate this re- 
quirement as a condition to the use of Forms S-7 and S-16.8 


The above-outlined proposals would increase the number of 
issuers eligible to use Forms S-7 and S-16. The Commission 
believes that it is appropriate in the public interest and for 
the protection of investors to expand the availability of these 
forms, which are shorter and less expensive to use than 
other forms for the registration of securities under the 
Securities Act, to more of those issuers which are providing 
current and adequate information to investors through the 
continuous disclosure system under the Exchange Act. 


Proposal to Permit the Use of Forms S-7 and S-16 by a 
Successor to an Issuer 

The amendments proposed today would provide that an 
issuer shall be deemed to have met the conditions to use of 
Forms S-7 and S-16 relating to Exchange Act reports, 
defaults and net income if its predecessor and it, taken 
together, do so and if (1) the succession was primarily for 
the purpose of changing the state of incorporation of the 
predecessor or forming a holding company and (2) the 
assets and liabilities of the successor at the time of succes- 
sion were substantially the same as those of the 
predecessor. This proposal would codify existing staff inter- 
pretative positions. 


PROPOSAL TO MAKE FORM S-7 AVAILABLE FOR USE IN 
CONNECTION WITH EXCHANGE OFFERS 
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Presently, Form S-7 may be used only to register securities 
to be offered for cash. The Commission is proposing, 
however, to make the form available for the registration of 
securities to be offered in exchange for other securities of 
the issuer or securities of any other person.® A new Instruc- 
tion G is proposed to be added to Form S-7 which would 
require additional information to be included in the prospec- 
tus covering securities of the issuer to be offered in ex- 
change for securities of any other person. This additonal in- 
formation would relate to the management of the issuer and 
its principal security holders, their transactions with the 
issuer, their interest in the other person, and the issuer’s in- 
terest in such other person. Public comments are specifically 
requested with respect to the necessity and materiality of 
such additional disclosure. 


Proposed new Instruction G also would require that the 
prospectus include information concerning the person 
whose securities are the subject of the exchange offer iden- 
tical to that required by Items 6 to 10 and 12 to 15 of Form 
S-1 [17 CFR 239.11], except in cases where such other per- 
son also is eligible to use Form S-7. If such other person is 
eligible to use Form S-7, the prospectus would include the 
information concerning it called for by Items 5 to 10 and 12 
of Form S-7. 


In addition, proposed new Instruction G refers to Item 1 1(d) 
of Form S-7, which requires financial statements concerning 
the other person identical to those which would be required 
in a registration statement on Form S-1. However, if such 
other person also meets the conditions as to use of Form S- 
7, only those financial statements called for by Form S-7 
would be required for such other person. Language presently 
contained in the Instructions as to Financial Statements of 
Form S-1 relating to future successions to other businesses 
is proposed to be added to Items 11(d)(2) and (3) of Form S- 
7 since the latter would be available for use in exchange 
offers under the present proposals. 


PROPOSED AMENDMENTS TO DISCLOSURE 
REQUIREMENTS OF FORMS S-7 AND S-16 


Proposed Amendment to Item 5 (Business) of Form S-7 


Item 5(b) of Form S-7 presently calls for disclosure of infor- 
mation concerning lines of business of the registrant or 
classes of similar products or services of the registrant for 
each of the past five fiscal years. In light of the amendments 
to the Rule as to Use of Form S-7 proposed today, certain 
issuers eligible to use the form may not have been engaged 
in business for that period of time. Accordingly, the Commis- 
sion proposes to amend Item 5(b) to require disclosure of 
such information for the last five fiscal years or for each 
fiscal year the registrant and its predecessors have been 
engaged in business, whichever is less. 


Proposed Amendment to Item 6 (Statements of Income) of 
Form S-7 


Item 6 of Form S-7 presently calls for audited income 
statements of the registrant for each of the last five fiscal 
years. The Commission proposes to amend Item 6 and 
Instruction 1 to that item to require income statements for 
would be eligible to use Form S-7 as proposed to be revised. 
In light of the otherwise limited differences between Forms 
S-7 and S-9, as well as the present proposals to expand the 


each of the last five fiscal years, or for each year the 
registrant and its predecessors have been in existence, 
whichever is less, and to require audited income statements 
only for the three most recent fiscal years and for any sub- 
sequent interim period for which an audited balance sheet is 
included in the prospectus. This proposal would conform the 
Form S-7 requirements for audited income statements to 
the requirements of Form S-1. 


Proposed New Item 10 (Management and Others) of Form 
S-7 


Proposal to Amend Item 9 (Additional Information) of Form 
S-16 


As was discussed above, the Commission is proposing to 
eliminate the present continuity of management condition to 
use of Form S-7 and Form S-16 and to require instead that 
additional information concerning management of the 
registrant and its principal security holders be included in the 
prospectus in the event of a recent change in control of the 
registrant. 


Accordingly, if there has been a change in control of the 
registrant within the past three years, proposed new Item 10 
of Form S-7 would require that the information called for by 
Items 16 to 20 of Form S-1 be included in the S-7 prospec- 
tus. Items 16 to 20 of Form S-1 call for information concer- 
ning the registrant's directors and executive officers and 
their remuneration and options to purchase securities; prin- 
cipal holders of the registrant's securities; and the interest of 
management and others in certain transactions with the 
registrant. 


Proposed Item 9(b) of Form S-16 would require similar dis- 
closure if the change of control has not been “previously 
reported,” as defined in Exchange Act Rule 12b-2 [17 CFR 
240.12b-2]. 


To reflect these changes, present Items 10 and 11 of Form 
S-7 would be renumbered as Items 11 and 12, respectively, 
and present Item 9(b) of Form S-16 would be renumbered 
as Item 9(c). Also, it is proposed to indicate in renumbered 
Item 12(b) of Form S-7 and Item 9(c) of Form S-16 that 
reports, proxy statements and other information filed by the 
registrant can be inspected and copied at the Commission's 
Regional Offices in New York, Chicago and Los Angeles as 
well as at its office in Washington. 


PROPOSAL TO RESCIND FORM .-S-9 


Form S-9 is a form for the registration under the Securities 
Act of non-convertible, fixed interest debt securities by 
issuers required to file reports pursuant to Section 13-or 
15(d) of the Exchange Act and which meet certain other 
conditions, including minimum fixed charges coverage stan- 
dards. As indicated above, however, Form S-9 has been 
used only by a very small number of issuers in recent years, 
in part because recent increases in interest rates have made 
it difficult for many issuers to meet the minimum fixed 
charges coverage standards.'° 


In addition, on the basis of a survey of registration 
statements filed on Form S-9 during the past three years, it 
appears that almost all issuers eligible to use Form S-9 
availability of Form S-7, the Commission is proposing to res- 
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cind Form S-9 if amendments to Form S-7 substantially as 
proposed today are adopted. 


STATUTORY AUTHORITY FOR PROPOSED 
AMENDMENTS 


The amendments to Forms S-7 and S-16 and the resciss- 
sion of Form S-9 are proposed pursuant to the Securities 
Act of 1933, particularly Sections 6, 7, 10 and 19(a) 
thereof. All interested persons are invited to submit their 
written views and comments on these proposals, in 
triplicate, to George A. Fitzsimmons, Secretary, Securities 
and Exchange Commission, Washington, D.C., 20549 on or 
before September 27, 1976. Such communications should 
refer to File No. S7-646. All such communications will be 
available for public inspection. 


The text of the proposed amendments to Forms S-7, S-16 
and S-9 follows. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





' The Rule as to Use of Form S-16 provides that the form is 
available for registration under the Securities Act of certain 
securities of issuers which meet the requirements for the use 
of Form S-7 at the time the registration statement is filed. 
Thus, the present proposals to amend the Rule as to Use of 
Form S-7 automatically would amend the Rule as to Use of 
Form S-16. See General Instruction A to Form S-16 [17 
CFR 239.27(a)]. 


? It should be noted that issuers who wish to do so may 
voluntarily register any class of equity security pursuant to 
Section 12(g)(1) of the Exchange Act by filing an ap- 
propriate registration statement pursuant to the provisions 
of that section. 


3 This is particularly so in light of the information concerning 
the management and principal shareholders of an issuer re- 
quired to be included in Part |! of reports on Form 10-K [17 
CFR 249.310] which have not filed proxy or information 
statements pursuant to Regulation 14A [17 CFR 240.1 4a-1 
to 240.14a-103 or 14C [17 CFR 240.14c-101]. 


* A report filed within the time granted pursuant to a request 
for an extension of time under Exchange Act Rule 12b-25 
{17 CFR 240.12b-25] shall be considered timely filed. 


®In this connection, the Commission wishes to remind 
issuers that Exchange Act Rule 0-3 [17 CFR 240.0-3] 
provides that the “date on which papers are actually receiv- 
ed by the Commission shall be the date of filing. ..." The 
Commission recognizes, however, that, on rare occasions, a 
document sent to the Commission in 2 timely fashion may 
arrive shortly after the required filing date because of cir- 
cumstances beyond the control of the issuer. In such cases, 
the staff may, in its discretion, grant an exception to this re- 
quirement where to do so is consistent with the public in- 
terest and the protection of investors. Cf., Securities Act 
Rule 401 [17 CFR 230.401]. 


® This proposal was previously published for comment in 
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Securities Act Release No. 5613 (September 11, 1975) (40 
FR 44584). 


7In Securities Act Release No. 5613 (September 11, 1975) 
(40 FR 44585), the Commission proposed to reduce the net 
income requirement to $250,000 for each of the last three 
fiscal years. 


8 Elimination of this requirement was previously proposed in 
Securities Act Release No. 5613 (September 11, 1975) (40 
FR 44584). 


®°This proposal would implement one of the recommen- 
dations of the Commission's Industrial Issuers Advisory 
Committee. See “Report of the Industrial Issuers Advisory 
Committee to the Securities and Exchange Commission” 
19-20 (1972). 


'0In 1972, the Commission's Industrial Issuers Advisory 
Committee recommended that the Commission reconsider 
the minimum fixed charges coverage standard required as a 
condition to use of Form S-9, and determine whether a stan- 
dard other than fixed charges coverage would be ap- 
propriate. ‘Report of the Industrial Issuers Advisory Com- 
mittee to the Securities and Exchange Commission” 21 
(1972). 


PROPOSED AMENDMENTS 





ATTENTION 


The text of the following proposed amendments use 
B <@ arrows to indicate additions and | 
brackets to indicate deletions. 











Text of Proposed Amendments to Form S-7 


Form S-7 (17 CFR 239.26) is proposed to be amended to 
read as follows: 


§ 239.26 Form S-7, for registration under the 
Securities Act of 1933 of securities of certain issuers 
[to be offered for cash]. 


GENERAL INSTRUCTIONS 
A. Rule as to Use of Form S-7. 


Any registrant which meets the following conditions may 
use this form for registration under the Secutrities Act of 
1933 of any securities which are offered for cash by or on 
behalf of the registrant or any other person, in a rights offer- 
ing or otherwise, $B or which are offered in exchange for 
any securities <—@ 


(a) The [registration meets either of the following con- 
ditions:| @ registrant <@™] (1) has a class of [e- 
quity] securities registered pursuant to Section 12(b) 
of the Securities Exchange Act of 1934; or (2) is 
organized under the laws of the United States or any 
State or Territory or the District of Columbia, has its 
principal business operations in the United States or 
its Territories and has a class of equity securities 
registered pursuant to Section 12(g) of the above Act. 
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(b) The registrant has been subject to [and has com- 
plied in all respects, inlcuding timeliness, with] the 
requirements of Sections 13 and 14 of the Securities 
Exchange Act of 1934 § and has filed all the 
reports required to be filed thereunder <«@§ for a 
period of at least three [fiscal] years immediately 
preceding the filing of the registration statement on 
this form and has filed in a timely manner all 
reports required to be filed during the twelve calendar 
months preceding the filing of the registration state- 
ment. <«@ 


[(c) A majority of the existing board of directors of the 
registrant have been directors of the registrant or a 
predecesor of the registrant from the beginning of the 
registrant's last three fiscal years to the date of filing 
the registration statement on this form.| 


|d} @ (c) <@ the registrant and its subsidiaries 
have not during the past [ten] § three «@@ years 
defaulted in the payment of any dividend or sinking 
fund installment on prefered stock, or in the payment 
of any principal, interest or sinking fund installment on 
any indebtedness [for] § or <@ borrowed 
money, or in the payment of rentals under long term 
leases. 


le] @> (d) < The registrant and its consolidated 
subsidiaries had a net income, after taxes but before 
extraordinary items § and cumulative effect of a 
change in accounting principle <«@ net of tax effect, 
of at least [$500,000] @™ $250,000 «§ for 
leach of the last five fiscal years] $™ three of the 
last four fiscal years, including the most recent fiscal 


year. <«@ 


[(f) If the securities to be registered are common stock 
or securities convertible into common stock, the 
registrant earned in each of the last five fiscal years 
any dividends, including the fair market value of any 
stock dividends, paid in each such year on all classes 
of securities. If the registrant paid a stock dividend in 
any of such fiscal years, the aggregate amount 
transferred from additonal capital to capital in respect 
of each such dividend was charged only to retained 
earnings account and was equal to the aggregate fair 
market value of the stock issued as such dividend.| 


@  (e) A registrant shall be deemed to have met 
conditions (b), (c) and (d) above if its predecessor and 
it, taken together, do so, provided that the succession 
was primarily for the purpose of changing the State of 
incorporation of the predecessor or forming a holding 
company and that the assets and liabilities of the 
successor at the time of succession were substantially 
the same as those of the predecessor. 


B. - F. (No change from present General Instructions) 
G. pe Exchange Offers. <§ 


@e (a) If any of the securities being registered are offered 
in exchange for securities of any other person, the prospec- 
tus shall include the information concerning the registrant 
called for by Items 16 to 20, inclusive, of Form S-1 (17 CFR 
239.11). Describe any substantial interest in the other per- 


son, direct or indirect, by security holdings or otherwise, held 
within the past three years by the registrant or by any officer, 
director or security holder of the registrant named in answer 
to Item 19(a) of Form S-1 (17 CFR 239.11). <@ 


> (b) Except as stated below, the prospectus shall also 
include the informaton concerning the other person which 
would be required by Items 6 to 10 and 12 to 15, inclusive, 
of Form S-1 (17 CFR 239.11) if such securities of such other 
person were being registered on that form. Reference is 
made to Item 11(d) of this form for information concerning 
the necessity of furnishing financial statements of such other 
person. In the event the other person also meets the con- 
ditions set forth in General Instruction A to this form, the 
prospectus may include, in lieu of the above information 
concerning such other person, the information which would 
be required by Items 5 to 10, inclusive, and Item 12 of this 
form if such securities of such other person were being 
registered on this form. In this event, Item 11(d) may be 
complied with by furnishing only those financial statements 
concerning such other person which would be required if it 
were registering securities on this form. In connection with 
this instruction, reference is made to Rules 409 (17 CFR 
230.409) and 434B (17 CFR 230.434b). «gg 


iG) Bui’ 


Instruction G) 


(No change from present General 


PART |. INFORMATION REQUIRED IN PROSPECTUS 
Item 1. - Item 4. (No change from present Items) 


Item 5. Business. 
(a) (No change from present Item 5(a)) 


(b) (1) Information as to lines of business. \f the registrant 
and its subsidiaries are engaged in more than one line of 
business, state, for each of the registrant's last five fiscal 
years, or for [each fiscal year ending after December 31, 
1966] BB each fiscal year the registrant and its 
predecessors have been engaged in business «@ 
whichever period is less, the approximate amount or percen- 
tage of (i) total sales and revenues, and (ii) income (or loss) 
before income taxes and extraordinary items, attributable to 
each line of business which during either of the last two 
fiscal years accounted for — 


(A) 10 percent or more of the total of sales and revenues, 


(B) 10 percent or more of income before income taxes and 
extraordinary items computed without deduction of loss 
resulting from operations of any line of business, or 


(C) a loss which equalled or exceeded 10 percent of the 
amount of income specified in (B) above; provided, that if 
total sales and revenues did not exceed $50,000,000 during 
either of the last two fiscal years, the percentages specified 
in (A), (B) and (C) above shall be 15 percent, instead of 10 
percent. 


If it is impracticable to state the contribution to income (or 
loss) before income taxes and extraordinary items for any 
line of business, state the contribution thereof to the results 
of operations most closely approaching such income, 
together with a brief explanation of the reasons why it is not 
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practicable to state the contribution to such income or loss. 
(No further change in present Item 5) 
Item 6. Statements of Income. 


Furnish in comparative columnar form statements of income 
for the registrant, or for the registrant and its subsidiaries 
consolidated, or both, as appropriate, for — 


(a) each of the last five fiscal years of the registrant §» 
(or for the life of the registrant and its predecessors, if less) 


<—@, and 


(b) any interim period between the end of the most recent 
fiscal year and the date of the most recent balance sheet be- 
ing filed pursuant to Item [10(a) § 11(a)<@§ and for 
the corresponding interim period of the preceding fiscal year, 
and 

(c) any additonal fiscal years necessary to keep ithe 
statements from being misleading. 


Where necessary, include information or explanation of 
material significance to investors in appraising the results 
shown, or refer to such information or explanation set forth 
elsewhere in the prospectus. A statement of source and 
application of funds shall be furnished for each fiscal year or 
other period for which a statement of income is required to 
be furnished. 


Instructions. 1. The statements required shall be prepared in 
compliance with the applicable requirements of Regulation 
S-X {17 CFR Part 210] and shall be audited [to the date of 
the respective] §» for each of the three fiscal years and 
the subsequent interim periods, if any, preceding the date of 
the most recent «@ audited balance sheet(s) included in 
prospectus. Regulation S-X {17 CFR Part 210] governs the 
examination and the form and content of such statements, 
including the basis of consolidation and prescribes the 
statements of retained earnings and other stockholders’ 
equity and the schedules to be filed. 


2. - 9. (No change from present Instructions) 


10. Statements of income and source and application of 
funds conforming with the foregoing and statements of 
retained earnings and other stockholders’ equity shall be fur- 
nished, here or elsewhere in the prospectus, for each sub- 
sidiary or group of subsidiaries or 50 percent or less owned 
persons for which a balance sheet is furnished in response to 
Item [10(b)| @™ 11 (b).<«@ 

Item 7. - Item 9. (No change from present Items) 

Item 10. (® Management and Others. <@ 

 _ if there has been a change in control of the registrant 
within the past three years, provide the information called 
for by items 16 to 20, inclusive, of Form S-1 (17 CFR 
239.11). <@ 


\/tem 10.| > /tem 11 <@§ Other Financial Statements 
and Schedules. 


(a) - (c) (No change from present paragraphs (a) to (c)) 
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(d) Future Successions to Other Businesses. 
{1) (No change from present (d) (1)) 


(2) The acquisition of securities shall be deemed to be the 
acquisition of a business if such securities give control of the 
business or combined with securities already held give such 
control. § In addition, the acquisition of securities which 
will extend the registrant’s control of a business shall be 
deemed the acquisition of the business if any of the 
securities being registered hereunder are offered in ex- 
change for the securities to be acquired. <@ 


(3) No financial statements need be filed, however, for any 
business acquired or to be acquired, or for any business in 
which an investment acquired or to be acquired is required 
to be accounted for by the equity method, from a totally held 
subsidiary. In addition, the statements of any one or more 
such businesses may be omitted if the businesses, con- 
sidered in the aggregate, would not meet the test of a 
significant subsidiary §™ ; provided that the statements of 
any business may not be omitted where any of the securities 
being registered are offered in exchange for securities 
representing such business or for assets of such 
business. <@ 


(e) (No change from present paragraph (e)) 
B Item 12. @ Statement of Available |n- 


|/tem 17.| 
formation. 


(a) (No change from present Item 1 1(a)) 


(b) The statement shall also indicate that such reports, proxy 
statements and other information can be inspected B> 
and copied «@ at the [principal office] § offices <@ 
of the Commission at [500 North Capital Street, N.W., 
Washington D.C.| $ Room 6101, 1100 L Street, N.W., 
Washington, D.C.; Room 1228, Everett McKinley Dirksen 
Building, 219 South Dearborn Street, Chicago, Illinois; 
Room 1100, Federal Building, 26 Federal Plaza, New York, 
New York; and Suite 1710, Tishman Building, 10960 
Wilshire Boulevard, Los Angeles, California <@@ and that 
copies of such material can be obtained from the § prin- 
cipal office of the <@ Commission B® = at 500 North 
Capitol Street, Washington, D.C., 20549 <@@ at prescribed 
rates. In addition, any national securities exchange on which 
the registrant's securities are listed, and where reports, 
proxy [material] {™» statements <@§ and other informa- 
tion concerning the registrant can be inspected, shall be 
named. 


Text of Proposed Amendments to Form S-16 


(Note: The Rule as to Use of Form S-16 incorporates by 
reference the requirements for use of Form S-7. Accordingly, 
the proposed amendments to the Rule as to Use of 
Form S-7 set forth above, if adopted, would be incorporated 
in the Rule as to Use of Form S-16) 


Form S-16 (17 CFR 239.27) is proposed to be amended to 
read as follows: 


§ 239.27 Form S-16, optional form for registration of 
certain offerings of outstanding securities and for 
offerings to holders of certain convertible securities or 
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for offerings to holders of certain outstanding 
warrants. 


GENERAL INSTRUCTIONS 

A. Rule as to Use of Form S-16. 

(a) (No change from present paragraph (a)) 

(b) (1) - (b)(2) (No change from present (b)(1) and (b)(2)) 


(b) (3) meets the requirements of paragraphs (c) through |(f)| 
& (ec) of the Rule as to the use of the Form S-7 |17 
CFR 239.26]. 


B. - C. (No change from present General Instructions) 
PART |. INFORMATION REQUIRED IN PROSPECTUS 
Item 1. - Item 8. (No change from present Items) 
Item 9. Additional Information. 

(a) (No change from present paragraph (a)) 


(b) @ If there has been a change in control of the 
registrant within the past three years which has not been 
“previously reported’ as defined in Rule 12b-2 (17 CFR 
240.12b-2) under the Securities Exchange Act of 1934, 
provide the information called for by Items 16 to 20, in- 
clusive, of Form S-1 (17 CFR 239.11). <@ 


[(b)} @™ (c) <@ State that reports, proxy statements and 
other information filed by the registrant can be inspected 

Be and copied «at the [principal office] offices 

“@ of the Commission at [500 North Capital Street, N.W., 
Washington, D.C., and at the office of any national securities 
exchange on which securities of the registrant are listed and 
registered, naming such exchange or exchanges,| Room 
6101, 1100 L Street, N.W., Washington, D.C.; Room 1228, 
Everett McKinley Dirksen Building, 219 South Dearborn 
Street, Chicago, Illinois; Room 1100, Federal Building, 26 
Federal Plaza, New York New York; and Suite 1710, 
Tishman Building, 10960 Wilshire Boulevard, Los Angeles, 
California «@ and that copies of such material can be ob- 
tained from the §@ principal office of the <@° Commis- 
sion B® = at 500 North Capitol Street. Washington, D.C., 
20549 <@ at prescribed rates. > In addition, any 
national securities exchange on which the registrant's 
securities are listed, and where reports, proxy statements 
and other information concerning the registrant can be in- 
spected, shall be named. «@ 


Proposed Recission of Form S-9 


Form S-9 (17 CFR 239.22), for the registration of certain 
debt securities, is proposed to be rescinded in its entirety. 


(Secs. 6, 7, 10, 19(a), 48 Stat. 78, 81, 85; secs. 205, 209, 
48 Stat. 906, 908: sec. 8, 68 Stat. 685; sec. 1, 79 Stat. 
1051; 15 U.S.C. 77f, 77g, 77}, 77s(a)) 


SECURITIES ACT OF 1933 
Reiease No. 5729/July 27, 1976 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12662/July 27, 1976 


PUBLIC UTILITY HOLDING CO. ACT OF 1935 
Release No. 19629/July 27, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9369/July 27, 1976 


ACCOUNTING SERIES 
Release No. 193/July 17, 1976 


[Release Nos. 33-5729, 34-12662, 35-19629, IC-9369, 
AS-193, File No. S7-647]/July 27, 1976 


REQUEST BY ARTHUR ANDERSEN & CO. 
Partial Response and Solicitation of 
Comments on Certain Questions 


On June 15, 1976, the public accounting firm of Arthur 
Andersen & Co. (’‘Andersen’’) filed a ‘‘petition’’ with the 
Commission requesting, essentially, that we consider 
whether to: 


(1) revoke Instruction H(f) of Form 10-Q [17 CFR 
249.308a] which requires that independent account- 
ants express their judgment regarding the preferabili- 
ty of an accounting principle adopted when accoun- 
ting principles are changed at the discretion of a 
registrant. 


(2) withdraw the statement of policy embodied in Ac- 
counting Series Release No. 150 [39 FR 1260] in 
which the Commission stated that it would consider 
accounting principles, standards and practices 
promulgated by the Financial Accounting Standards 
Board (FASB) as contrary to such FASB 
promulgations as having no such support. ' 


(3) define the current meaning of the term ‘‘substan- 
tial authoritative support.” 


Preferability 


Instruction H(f) to Form 10-Q was adopted by the Commis- 
sion in Accounting Series Release No. 177 on September 
10, 1975 [40 FR 55837]. It was originally proposed for 
comment in essentially the same form on December 19, 
1974 2 and comments were received on it and carefully con- 
sidered by the Commission. In addition, the issues regarding 
this instruction were presented at public hearings held in 
1975 on the Commission's interim reporting proposals. 


Subsequent to adoption of Instruction H(f), the Auditing 
Standards Executive Committee of the AICPA (AudSEC) 
requested that the Commission reconsider the instruction 
and, in response, the Commission held a public meeting with 
the Committee on April 23, 1976 at which the issues were 
discussed and at which time several submissions were 
received. On April 30, 1976, the Commission advised 
AudSEC that, after further consider&ation, it saw no reason to 
change its conclusion. 


The substantive issues involving Instruction H(f) therefore 
have been thoroughly aired and the reasons for the Com- 
mission’s conclusions have been fully set forth. In the 
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absence of any showing by Andersen that it has presented 
any new substantive reasons for reconsideration of our ac- 
tion, the Commission has no basis before it warranting 
further reconsideration of the matter. 


Establishment of Accounting Principles 


The second and third actions requested by Andersen raise 
fundamental issues of importance upon which the Commis- 
sion has concluded it wishes to have the benefit of public 
comment before determining what action, if any, it may be 
appropriate to take. In addition, the Commission expects to 
hold a public meeting on the issues with invited represen- 
tatives of persons with significant interests in financial 
reporting. 


A cornerstone of the disclosure process envisioned by the 
securities laws is the financial information included in 
audited financial statements. Since 1933, when Congress 
determined to rely on independent accountants to provide 
assurance of reliability in financial statements, the Commis- 
sion has relied upon the judgments of the accounting profes- 
sion both in individual factual circumstances and in the es- 
tablishment of principles of general acceptance. In 1938, 
the Commission stated its administrative policy with respect 
to financial statements in Accounting Series Release No. 4 
[11 FR 10913]: 


“In cases where financial statements filed with this 
Commission pursuant to its rules and regulations un- 
der the Securities Act of 1933 or the Securities Ex- 
change Act of 1934 are prepared in accordance with 
accounting principles for which there is no substantial 
authoritative support, such financial statements will be 
presumed to be misleading or inaccurate despite dis- 
closures contained in the certificate of the accountant 
or in footnotes to the statements provided the matters 
involved are material. In cases where there is a 
difference of opinion between the Commission and the 
registrant as to the proper principles of accounting to 
be followed, disclosure will be accepted in lieu of cor- 
rection of the financial statements themselves only if 
the points involved are such that there is substantial 
authoritative support for the practices followed by the 
registrant and the position of the Commission has not 
previously been expressed in rules, regulations or 
other official releases of the Commission, including the 
published opinions of its Chief Accountant.” 


In 1973, various private sector groups concerned with finan- 
cial reporting established the Financial Accounting Stan- 
dards Board and this body was designated by the accoun- 
ting profession as the entity having the responsibility for 
considering and promulgating accounting standards and in- 
terpretations. Following this action, the Commission issued 
a Statement of Policy (ASR 150) reflecting its recognition of 
the FASB’s role in the setting of accounting principles, stan- 
dards and practices. ASR 150 reflected an explicit state- 
ment of the Commission's administrative practice in carrying 
out its responsibilities under the securities laws. Historical- 
ly, the Commission has accepted as having substantial 
authoritative support those practices which have been iden- 
tified by the accounting profession as standards to be 
followed by members of the profession. With the creation of 
the FASB, the Commission believed that it should publicly 
indicate that it viewed the standards, practices and inter- 
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pretations issued by the FASB as constituting those prac- 
tices having substantial authoritative support. 


Andersen requests that the Commission withdraw these 
policies which have governed the manner by which it has 
determined whether financial statements meet the re- 
quirements of the Securities Acts. Before responding to 
Andersen's request, the Commission hereby solicits public 
comment on the following basic issues raised: 


1. Should the Commission continue its policy of 
recognizing the pronouncements of the Financial Ac- 
counting Standards Board as providing a frame of 
reference for publicly held companies to satisfy their 
statutory disclosure obligations? 


2. Should the Commission further define the phrase 
“substantial authoritative support’’? 


3. Should the Commission further define the phrase 
“accounting principles and practices’ used in Rule 
2-02(c) of Regulation S-X [17 CFR 210.2-01(c)]? 


Comments in triplicate should be addressed to the 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549 and should be referenced to File 
S7-647. Comments should be received by September 15, 
1976. All comments will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘The Commission noted in this connection that Rule 203 of 
the Rules of Conduct of the Code of Ethics of the American 
Institute of Certified Public Accountants provides that it is 
necessary to depart from accounting principles promulgated 
by the body designated by the Council of the AICPA if, due 
to unusual circumstances, failure to do so would result in 
misleading financial statements and that, in such a case, the 
use of other principles may be accepted or required by the 
Commission. 


2 Release Nos. 33-5549, 34-11142, 35-18718 [40 FR 
1079]. 


SECURITIES ACT OF 1933 
[Release Nos. 33-5730, 34-12663, 35-19630, AS- 
194 /July 28, 1976 


FORM AND CONTENT OF FINANCIAL STATEMENTS, 
SECURITIES ACT OF 1933, SECURITIES EXCHANGE ACT 
OF 1934, PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935, AND INVESTMENT COMPANY ACT OF 1940 





REPORTING DISAGREEMENTS WITH FORMER 
ACCOUNTANTS 


Adoption of Amendments of Requirements 


In Securities Act Release No. 5701 issued on April 29, 
1976, [41 FR 19132] the Commission proposed an amend- 
ment of Regulation S-X [17 CFR Part 210] which modifies 
previously existing requirements for disclosure in a note to 
the financial statements of certain disagreements with 
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former accountants regarding accounting and financial dis- 
closure matters. Nine letters of comment, all favorable, were 
received in response to the proposal. The Commission has 
determined to adopt the amendments substantially as 
proposed. 


Background 


In Accounting Series Release (ASR) No. 165, December 20, 
1974, [40 FR 1010] the Commission announced adoption 
of certain amendments of Form 8-K, |CFR 249.308] 
Regulation S-X [17 CFR Part 210] and Schedule 14A [17 
CFR 240.14A-101] of the proxy rules. The amendments 
then adopted were originally proposed on October 11, 
1974, in Securities Act Release No. 5534 [39 FR 37999}. 


Among other matters, Rule 3-16(s) of Regulation S-X[{17 
CFR 210.3-16(s)| was adopted by that release. That rule 
called for disclosure in a note to financial statements of two 
distinct matters, as follows: 


1. The fact of a reported disagreement. The first 
sentence of the rule stated: 


“If, within the twenty-four months prior to the date of 
the most recent financial statements, a Form 8-K has 
been filed reporting a change of accountants and in- 
cluded in such filing there is a reported disagreement 
on any matter of accounting principles or practices or 
financial statement disclosure, and if such disagree- 
ment, if differently resolved, would have caused the 
financial statements to differ materially from those fil- 
ed, state the existence and nature of the dis- 
agreement.” 


In connection with this portion of the rule, the text of ASR 
165 states: 


“This disclosure is believed necessary to put readers of 
the financial statements on notice that such a dis- 
agreement existed which could have significantly 
affected the statements.” 


2. The effect on financial statements of changing ac- 
countants as regards a reported disagreement. The 
second sentence of the rule stated: 


“In addition, if during the fiscal year in which the 
change in accountants took place or during the sub- 
sequent fiscal year there have been any transactions 
or events similar to those which involved.a reported 
disagreement and if such transactions are material 
and were accounted for or disclosed in a manner 
different from that which the former accountants ap- 
parently concluded was required, state the effect on 
the financial statements if the method which the 
former accountant apparently concluded was required 
had been followed.” 


In connection with this portion of the rule, the text of ASR 
165 states, in part: 


“This disclosure will make investors aware of 
situations where alternative accounting approaches 
may be followed and are favored by at least one 
professional accountant, and the effect of such alter- 


native approaches. In addition, it is believed that such 
disclosure requirements may have the effect of dis- 
couraging shifts in accountants simply to obtain ap- 
proval of an alternative accounting approach.” 


It should be noted that the fact of a disagreement with a 
former accountant is required to be reported in connection 
with rules of the Commission other than Rule 3-16(s) of 
Regulation S-X [17 CFR 210.3-16(s)|—-specifically in Form 
8-K following the resignation or dismissal of the former ac- 
countant or the engagement of a new accountant, and under 
Item 8 of Schedule 14A of the proxy rules. On the other 
hand, disclosure of the effect on financial statements of 
changing accountants as regards a disagreement reported in 
Form 8-K is required only by Rule 3-16(s) of Regulation S-X 
[17 CFR 210.3-16(s)]. 


Objections to Existing Rule 


Several objections had been raised to continuing the re- 
quirement for disclosure in financial statements of the fact of 
disagreement in circumstances where disclosure regarding 
the effect on financial statements is not required. 


1. In the vast majority of cases, disagreements regarding 
matters of accounting principles or practices or financial 
statement disclosure are resolved to the satisfaction of the 
former accountant and the same kind of transactions or 
events continue to be accounted for or disclosed consistent 
with what the former accountant apparently concluded was 
required. In such circumstances, the financial statements 
have not been affected by a treatment different from that 
which the fomer accountant apparently concluded was re- 
quired. Thus, while a different resolution of the matter of dis- 
agreement could have affected the financial statements, the 
statements have not been so affected. 


2. Many believe the requirements of Form 8-K and the 
proxy rules provide adequate notification to those users of 
financial statements who may deem the disclosure material 
to their considerations. 


3. Disclosure of only the fact of a disagreement in a note to 
financial statements was intended only to inform readers 
that the financial statements might have been prepared 
differently if the matters of disagreement had been resolved 
differently and not to raise questions about the adequacy or 
fairness of the statements presented. This may be mis- 
understood. 


4. Auditor changes that precipitate the reporting of dis- 
agreements on Form 8-K are not numerous and only a 
small portion of those cases is expected to involve cir- 
cumstances where the successor accountant deems ac- 
couting principles or practices or financial statement dis- 
closures acceptable which the former accountant found un- 
acceptable. Thus, if the vast majority of notes to financial 
statements regarding ‘disagreements on accounting and 
financial disclosure matters” do not require any disclosure of 
the effect on the financial statements, there may be a 
tendency for readers to give less attention than warranted to 
those which do contain disclosures about the effects. 


Amendment of Rule 3-16(s) [17 CFR 210.3-16(s)/ 
The Commission has concluded that these objections have 
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substantial validity. Accordingly, it is adopting the amend- 
ment to Rule 3-16(s) of Regulation S-X [17 CFR-210.3- 
16(s)] to require disclosure in a note to the financial 
statements of the existence and nature of a previously 
reported disagreement only when disclosure is also required 
of the effect on financial statements if the method which the 
former accountant apparently concluded was required had 
been followed, i.e., only in those cases when the successor 
accountant found acceptable what the former accountant 
found unacceptable. 


Pursuant to Section 23(a)(2) of the Exchange Act the Com- 
mission has carefully considered the impact which the 
foregoing rule amendment would have upon competition 
and has concluded that, to the extent the amendment im- 
poses burdens on competition, such burdens are necessary 
and appropriate in furtherance of the purposes of the 
securities laws. 


PART 210 FORM AND CONTENT OF FINANCIAL 
STATEMENTS, SECURITIES ACT OF 1933, SECURITIES 
EXCHANGE ACT OF 1934, PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935, AND INVESTMENT COMPANY 
ACT OF 1940 
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§210.3-16. General 
Release No. AS-4.) 


notes to financial statments. (see 


_* ee * 


(s) Disagreements on accounting and financial disclosure 
matters.—lf, (1) within the twenty-four months prior to the 
date of the most recent financial statements, a Form 8-K has 
been filed reporting a change of accountants, (2) included in 
the Form 8-K there was a reported disagreement on any 
matter of accounting principles or practices or financial 
statement disclosure, (3) during the fiscal year in which the 
change of accountants took place or during the subsequent 
fiscal year there have been any transactions or events similar 
to those which involved the reported disagreement, and (4) 
such transactions or events were material and were ac- 
counted for or disclosed in a manner different from that 
which the former accountants apparently would have con- 
cluded was required, state the existence and nature of the 
disagreement and also state the effect on the financial 
statements if the method had been followed which the 
former accountants apparently would have concluded was 
required. These disclosures need not be made if the method 
asserted by the former accountants ceases to be generally 
accepted because of authoritative standards or inter- 
pretations subsequently issued. 


_* # 


These amendments are adopted pursuant to authority in 
Section 5, 7, 8, 10 and 19(a) [15 U.S.C. 77f. 77g, 77h, 77}, 
77s] of the Securities Act of 1933; Sections 12, 13, 15(d) 
and 23(a) [15 U.S.C. 78l, 78m, 78o0(d), 78w] of the 
Securities Exchange Act of 1934; and Sections 5(b), 14 and 
20(a) [15 U.S.C. 79e, 79n, 79t] of the Public Utility Holding 
Company Act of 1935. 
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This amendment shall be effective with respect to financial 
statements filed after August 31, 1976. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12652/July 23, 1976 


In the Matter of 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


(File No. SR-NASD-75-7) 


ORDER APPROVING PROPOSED RULE CHANGE 


On December 3, 1975, the National Association of 
Securities Dealers, Inc. (“NASD”) filed with the Commis- 
sion, pursuant to Section 19(b) of the Securities Exchange 
Act of 1934 (the ‘’Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, copies 
of a proposed rule change. The proposed rule change in- 
volves an interpretation and explanation by the Board of 
Governors of Article Ill, Sections 1, 27 and 28 of the 
Association’s Rules of Fair Practice concerning private 
securities transactions by associated persons of member 
firms and members’ responsibility to supervise such transac- 
tions. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 11897, December 3, 1975) and by publica- 
tion in the Federal Register (40 Fed. Reg. 57735, December 
11, 1975). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to the NASD, and in par- 
ticular, the requirements of Section 15A and the rules and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on December 3, 1975, be, and it hereby is, ap- 
proved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12653/July 23, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. (File No. SR-NASD-76-6) 


The National Association of Securities Dealers, Inc. 
("NASD") submitted on June 30, 1976, proposed rule 
changes to provide for the transfer of the clearing agency 
business of the National Clearing Corporation (‘NCC’), the 
NASD's wholly-owned subsidiary, to the Naticnal Securities 
Clearing Corporation (‘“NSCC”’). The rule changes would per- 
mit the effectuation of a plan, incorporated among 
agreements among the NASD, NCC, NSCC and others, pur- 
suant to which NCC would become a Division of NSCC. 


Publication of the submission is expected to be made in the 
Federal Register during the week of August 2, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-NASD-76-6. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspec- 
tion at the Securities and Exchange Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, D.C. 


Copies of the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12654/July 27, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5728 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12655/July 26, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
PACIFIC STOCK EXCHANGE 


File No. SR-PSE-76-25 


On July 21, 1976, the Pacific Stock Exchange Incorporatec: 
(the PSE”) filed with the Commission, pursuant to Section 


19(b)(1) of the Securities Exchange Act of 1934, 15 U.S.C. 
78(s)(b)(1) (the ‘‘Act’’), as amended by Pub. L. No. 94-29, 
816 (June 4, 1975), and Rule 19b-4 thereunder, copies of a 
proposed rule change. The proposed rule change would 
amend the PSE’s off-board trading restrictions to provide 
that the exemption thereto contained in subparagraph (xii) of 
Section 4 of Rule XIll apply only to transactions in dually 
listed securities. The PSE has stated that language limiting 
that exemption to dually listed securities was “inadvertently 
omitted at the time PSE revised the Rule to comply with 
Rule 19c-1 of the Commission.” 


Publication of the submission is expected to be made in the 
Federal Register during the week of July 26, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-PSE-76-25. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12656/July 26, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-76-17 


The American Stock Exchange, Inc. (“Amex’’) submitted on 
July 20, 1976 a proposed rule change under Rule 19b-4 to 
delete from the Amex Constitution Section 4(g) of Article V 
and Section 2 of Article X! which prohibit dealings on the 
Amex floor in any security which is traded on another ex- 
change located in New York City. 


Publication of the submission is expected to be made in the 
Federal Register during the week of July 26, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
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data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-Amex- 76-17. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 ‘’L” Street, N. W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office ‘of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12657/July 26, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
MUNICIPAL SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-76-6 


The Municipal Securities Rulemaking Board submitted on 
July 15, 1976 a proposed rule change under Rule 19b-4 to 
make technical changes in the description of activities 
engaged in by a separately identifiable department or divi- 
sion of a bank. 


Publication of the submission is expected to be made in the 
Federal Register during the week of July 26, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 14 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to file No. SR-MSRB-76-6. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L. Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12658/July 26, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
MUNICIPAL SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-76-7 


The Municipal Securities Rulemaking Board submitted on 
July 15, 1976 a proposed rule change under Rule 19b-4 to 
include within separately indentifiable departments of 
divisions of banks, and regulate professional qualifications 
of, persons associated with municipal securities brokers and 
municipal securities dealers who perform financial advisory 
and consultant services for issuers of municipal securities. 


Publication of the submission is expected to be made in the 
Federal Register during the week of July 26, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-MSRB-76-7. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12659/July 26, 1976 


[Release No. 34-12659] 


ORGANIZATION; CONDUCT AND ETHICS; 
INFORMATION AND REQUESTS 


AND 


Delegation of Authority to Directors of the Division of 
Market Regulation and Office of Reports and Information 
Services 


Under Section 17A(c)(3)(C) of the Securities Exchange Act 
of 1934 (the “Act’’'), a transfer agent registered with the 
Commission may, upon such terms and conditions as the 
Commission deems necessary or appropriate in the public 
interest, for the protection of investors, or in furtherance of 
the purposes of Section 17A, withdraw from registration by 
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filing a written notice of withdrawal with the Commission. 
Furthermore, under that Section, if the Commission finds 
that any transfer agent, which is registered with it or which 
has an application for registration pending with it, is no 
longer in existence or has ceased to do business as a 
transfer agent, the Commission, by order, shall cancel the 
registration or deny the application. 


The regulations of the Commission relating to general 
organization are being mended to delegate authority to the 
Directors of the Division of Market Regulation and the Office 
of Reports and Information Services: (1) to set terms and 
conditions upon which transfer agents registered with the 
Commission may withdraw from registration as a transfer 
agent by filing a written notice of withdrawal and (2) to issue 
orders cancelling registrations of transfer agents registered 
with the Commission or denying applications for registration 
as a transfer agent with the Commission, if such transfer 
agents are no longer in existence or have ceased to do 
business as transfer agents. 


The text of the amendments pertaining to the Commission's 
regulations with respect to delegated authority follows: 


17 CFR 8200.30-3 is amended by adding two new 
paragraphs (a)(22) and (a)(23) thereto and 17 CFR 
§200.30-11 is amended by adding two new 
paragraphs (a)(4) and (a)(5), respectively as follows: 


§200.30-3 Delegation of authority to Director of Divi- 
sion of Market Regulation 


** 8 # * 


me 


(22) Pursuant to Section 17A(c)(3)(C) of the Act (15 
U.S.C. 78q-1(c)(3)(C)), to set terms and conditions 
upon which transfer agents registered with the Com- 
mission may withdraw from registration as a transfer 
agent by filing a written notice of withdrawal. 


(23) Pursuant to Section 17A(c)(3)(C) of the Act (15 
U.S.C. 78q-1(c)(3)(C)), to authorize the issuance of 
orders cancelling registrations of transfer agents 
registered with the Commission or denying 
applications for registration as a transfer agent with 
the Commission, if such transfer agents are no longer 
in existence or have ceased to do business as transfer 
agents. 


§200.30-11 Delegation of authority to Director, Office 
of Reports and Information Services 


(a) a 


(4) Pursuant to Section 17A(c)(3)(C) of the Act (15 
U.S.C. 78q-1(c)(3)(C)), to set terms and conditions 
upon which transfer agents registered with the Com- 
mission may withdraw from registration as a transfer 
agent by filing a written notice of withdrawal. 


(5) Pursuant to Section 17A(c)(3)(C) of the Act (15 


U.S.C. 78q-1(c)(3)(C)), to authorize the issuance of 
orders cancelling registrations of transfer agents 
registered with the Commission or denying 
applications for registration as a transfer agent with 
the Commission, if such transfer agents are no longer 
in existence or have ceased to do business as transfer 
agents. 


+e * eH 


The Commission finds, in accordance with Sections 5 U.S.C. 
553(b)(3)(B) and 553(d)(3) of the Administrative Procedure 
Act, that the foregoing action is related solely to agency 
organization, procedure or practice and should be effective 
immediately ir order to provide an orderly procedure for the 
handling of withdrawals, cancellations and certain denials. 
Accordingly, notice and public procedure are not necessary 
with respect to the foregoing action. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





"15. U.S.C. 78a et seq., as amended by Pub. L. No. 94-29 
(June 4, 1975). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12660/July 29, 1976 


In the Matter of 


MIDWEST SECURITIES TRUST COMPANY 
120 South LaSalle Street 
Chicago, Illinois 60603 


(File Nos. SR-MSTC-76-5, SR-MSTC-76-6 


ORDER APPROVING RULE CHANGES SUBMITTED BY 
THE MIDWEST SECURITIES TRUST COMPANY 
REGARDING THE PARTICIPANTS’ FUND 


On April 19, 1976, Midwest Securities Trust Company sub- 
mitted, pursuant to Rule 19b-4 under the Securities Ex- 
change Act of 1934 (the “Act’), proposed rule changes 
amending MSTC Rule 8. 


SR-MSTC-76-6 proposes an amendment to Section 6 of 
Rule 8 to require that not less than ten percent of each 
member's contribution to the MSTC Participants’ Fund be in 
cash. The proposal also would allow the balance of the con- 
tribution to be in unmatured negotiable debt securities of, or 
obligations guaranteed by, the United States government 
with a maturity of one year or less and would require such 
securities to be deposited by the participant with a bank or 
trust company approved by MSTC. 


SR-MSTC-76-5 proposes an amendment to Section 7 of 
Rule 8 regarding investment by MSTC of the Participants’ 
Fund. The proposed amendment would delete the right of 
MSTC to deposit securities pledged by the Participants with 
regulatory authorities to the extent that such deposits may 
be required by law. This deletion would conform Section 7 
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to the proposed amendment to Section 6 of Rule 8 which 
requires that the securities be deposited by participants with 
a bank or trust company approved by MSTC. 


In accordance with Section 19(b) of the Act and Rule 19b-4 
thereunder, the rule changes were published in the Federa/ 
Register (41 Fed. Reg. 20031, May 14, 1976). and the 
public was invited to submit comments until June 4, 1976. 
Notice of the filings and an invitation for comments also 
appeared in Securities Exchange Act Release No. 12413, 
May 6, 1976. No letters of comment were received. 


The Commission has reviewed the MSTC submissions and 
finds that the proposed rule changes are consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule changes contained in File 
Nos. SR-MSTC-76-5 and SR-MSTC-76-6 be, and hereby 
are, approved. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12661/July 27, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
PACIFIC SECURITIES DEPOSITORY TRUST COMPANY 
(File No. SR-PSD-76-3) 


The Pacific Securities Depository Trust Company (‘’PSD’’) 
submitted a proposed rule change on July 7, 1976, pursuant 
to Rule 19b-4 under the Act, setting forth procedures and 
agreements for the interface between PSD and the 
Depository Trust Company. 


Publication of the submission is expected to be made in the 
Federal Register during the week of August 2, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-PSD-76-3. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspec- 
tion at the Securities and Exchange Commission's Public 
Reference Room, 1100 L Street, N.W. Washington, D. C. 
Copies of the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regulation, 
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pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12662/July 27, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5729 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12663/July 28, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5730/July 28, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12664/July 28, 1976 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
Eleven Wall Street 
New York, New York 10005 


(SR-NYSE-75-5) 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
CHANGE AND TERMINATION OF PROCEEDING TO CON- 
SIDER DISAPPROVAL OF PROPOSED RULE CHANGE 


On January 21, 1976, the New York Stock Exchange, Inc. 
(“NYSE”), filed with the Commission, pursuant to Section 
19(b)(1) of the Securities Exchange Act of 1934 (the Act’) 
[15 U.S.C. 78s(b)(1) as amended by Pub. L. No. 94-29, §16 
(June 4, 1975)], and Rule 19b-4 thereunder [17 CFR 
§240.19b-4], a proposed rule captioned the ‘Public Limit 
Order Protection Rule” (“PLOPR”).' The PLOPR, if ap- 
proved, would prohibit a NYSE member from effecting a 
transaction in a NYSE-listed security, either as principal or 
agent, on another national securities exchange, unless that 
member assured that all limit orders residing on the NYSE 
specialist's book were satisfied at the price of the transac- 
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tion on the other exchange. 


On March 23, 1976, the Commission instituted a 
proceeding, pursuant to Section 19(b)(2) of the Act, to 
determine whether the proposed PLOPR should be disap- 
proved.” As potential grounds for disapproval of the PLOPR, 
the Commission noted that the PLOPR appeared to be in- 
consistent with Rule 19c-1 under the Act {17 CFR 
§240.19c-1], with the requirements of Section 6(b)(5) and 
6(b)(8) of the Act [15 U.S.C. 78f(b)(5), 78f(b)(8)], with the 
Commission's decision in the Multiple Trading Case (In re 
Rules of the New York Stock Exchange, 10 SEC 270 1941)), 
and with the NYSE Constituion.? ° 


By letter dated July 2, 1976, the NYSE has advised the 
Commission of the NYSE’s decision to withdraw its filing 
SR-NYSE-76-5, the PLOPR. The Commission has con- 
sidered the letter from the NYSE as a request for Commis- 
sion consent to withdrawal of the PLOPR and has deter- 
mined to grant such request. Accordingly, the proposed 
PLOPR is withdrawn and the proceeding to determine 
whether the proposed PLOPR should be disapproved is 
hereby terminated. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘ Notice of filing of the proposed rule change was given in 
Securities Exchange Act Release No. 12041 (January 23, 
1976) and published in the Federa/ Register on February 4, 
1976, 41 FR 5157 (1976). 


* Securities Exchange Act Release No. 12249 (March 23, 
1976), 41 FR 13679 (1976). 


3/d. at 5-10, 41 FR 13680-13681 (1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12665/July 28, 1976 


Administrative Proceeding File No. 3-5055 
In the Matter of 
IRVING LEVINE 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
REMEDIAL SANCTIONS 


In connection with a proposed administrative 
proceeding, Irving Levine, a former president and principal 
shareholder of A. J. Carno Co., Inc., has submitted an Offer 
of Settlement which the Commission has determined to 
accept. Solely for the purpose of these proceedings and any 
other proceedings pursuant to specified Sections of the Ex- 
change, Securities, Investment Advisers, Investment Com- 
pany and Securities Investor Protection Acts, and without 
admitting or denying the findings herein, respondent Levine 


consents to the findings and sanctions set forth below. 


Accordingly, IT |S ORDERED that proceedings pursuant to 
Section 15(b) of the Securities Exchange Act be, and they 
hereby are, instituted. 


On the basis of the Order for Proceedings and the Offer of 
Settlement, it is found that respondent Levine wilfully 
violated and wilfully aided and abetted violations of Sections 
5 and 17(a) of the Securities Act and Sections 10(b) and 
17(a) of the Exchange Act and Rules 10b-5, 17a-3 and 17a- 
4 thereunder. 


In view of the foregoing, it is in the public interest to impose 
the sanctions specified in the Offer of Settlement. 


Accordingly, IT 1S ORDERED that Irving Levine, be and 
hereby is, barred from association with any broker-dealer, in- 
vestment company, investment adviser or municipal 
securities dealer, except that after one year from the date of 
entry of this Order, Levine may make application to the 
Commission to become re-associated with a broker-dealer 
in a non-supervisory and non-proprietary capacity. The 
effective date of the sanctions imposed on Levine shall be 
the date of this order. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12666/July 29, 1976 


Admin. Proc. File No. 3-4504 

In the Matter of the Application of 
ALLEN MANSFIELD 

3928 Carmona Avenue 

Los Angeles, California 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER DENYING MOTION FOR CLARIFICATION OF 
PRIOR ORDER AND ALSO DENYING APPLICATION FOR 
HEARING BEFORE AN ADMINISTRATIVE LAW JUDGE 


Applicant moves for:' 


(1) Clarification of our prior order remanding these 
proceedings to the National Association of Securities 
Dealers, Inc. (“NASD”) for further evidentiary hearings 
and reconsideration;? and 


(2) A hearing de novo before one of our administrative 
law judges.® 
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At his hearing before the NASD, on the advice of counsel, 
applicant refused to testify. He also declined to introduce 
any other evidence in his behalf. However, when his case 
came to use on review, he attached certain exculpatory 
materials to his brief, which he asked us to consider. At that 
time applicant was unrepresented by counsel. In view of the 
grave charges made by the NASD in this case and of the 
severity of the sanctions that it imposed, we thought that 
the Association should consider this new evidence as well as 
any other evidence it or applicant wishes to adduce. Hence 
we remanded. 


The evidence to be adduced might, we thought, include the 
testimony of some of applicant’s customers. Realizing that 
those people may not in all cases be willing to appear before 
the NASD voluntarily, and taking into account the NASD’s 
lack of subpoena power, we suggested that if either party 
considered such testimony, i.e., testimony by a witness un- 
willing to appear voluntarily, essential it could get it by ask- 
ing us to schedule a hearing before one of our administrative 
law judges. That hearing would be solely for the purpose of 
procuring testimony deemed essential and otherwise un- 
available.‘f 

Applicant does not want another hearing before 
the NASD. He insists on an immediate hearing before an ad- 
ministrative law judge.® This request rests on his claim that 
the NASD is biased and prejudiced against him. He also 
suggests that the NASD in incapable of affording him 
minimal due process. 


Applicant supports these contentions by reference to 
procedural errors that were made, he claims, at the prior 
hearings before the NASD. We do not see how such prior 
error, if any, can possibly prejudice applicant on remand.® 
Indeed, it would seem that whatever prejudice he may have 
suffered in the past can now be cured. 


There has been enough preliminary sparring. It is time to get 
on with the case. 


Accordingly, IT IS ORDERED that applicant's motion for 
clarification of the prior opinion herein, for a hearing at this 
time before an administrative law judge, and for related 
relief be, and the same hereby is, in all respects denied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘The moving papers do not show proof of service on the 
NASD. Hence they did not comply with the requirement of 
Rule 23(c) of our Rules of Practice. That would be enough in 
itself to mandate the denial of the application. However, we 
have in our discretion chosen to consider the application on 
its merits. 


* Securities Exchange Act Release No. 12479 (May 25, 
1976), 9 SEC Docket 719. 


3 Applicant’s papers also argue the merits. That is patently 
premature. What is called for at this juncture is evidence, not 
argument. 


* Our opinion said (at p. 5 of the release, 9 SEC Docket at 
720): 
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“{Clustomers...may be willing to appear as 
witnesses without being compelled to do so. 
Witnesses often appear voluntarily. Hence there is 
seldom real need to resort to compulsory process in 
these situations.” We then went on to state that: 
“Should efforts to secure the vo/untary |emphasis 
added] testimony of Mansfield’s customers be un- 
successful, the party that deems particular testimony 
essential may seek to adduce additional evidence 
before this Commission. The matter could then be set 
down for hearing before an administrative law judge.” 


5 As the quotation reproduced in the preceding footnote 
makes plain, any application for a hearing before an ad- 
ministrative law judge must be supported by a showing of 
diligent but unavailing effort to induce the witnesses to 
appear voluntarily before the Association. 


® The allegations of bias and prejudice are unsworn and un- 
substantiated. The relate largely to the alleged bias of the 
Association's staff. But its staff does not decide cases. 
Applicant also claims that the Association is dominated by a 
“clique” that is ‘‘out to get” him. This appears to be based in 
the main on applicant's prior difficulties with the Associa- 
tion. Those difficulties are not enough in themselves to sus- 
tain the sweeping, conclusory charges made. 


Applicant's suggestion that the NASD is incapable of trying 
him because some people associated with it may 
themselves be involved in improprieties is without merit. As 
we said when we rejected an identical contention in Mutua/ 
Fund Securities, Inc., Securities Exchange Act Release No. 
12093 (February 10, 1976), 8 SEC Docket 1243, 1245 n. 
4: “There is no connection, no suggestion of a connection, 
between the... wrongdoing and... this case.” 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12667/July 29, 1976 


NEWS RELEASE 


The Securities and Exchange Commission has ordered ad- 
ministrative proceedings under the Securities Exchange Act 
of 1934 naming Stifel, Nicolaus & Company, Inc., a 
registered broker-dealer with its principal place of business 
in St. Louis, Mo. Also named in the order are Jerry W. Tharp, 
formerly a registerec representative of the Registrant, and 
Frederic C. Boyce, the Registrant's compliance manager, 
both of St. Louis. 


The proceedings ara based on allegations of the Com- 
mission's staff that the Registrant and Tharp violated the 
anti-fraud provisions of the securities laws. The Com- 
mission’s staff has also alleged that the Registrant and 
Boyce failed reasonably to supervise Tharp with a view to 
preventing such alleged violations. 


A hearing will be scheduled by further order to take evidence 
on the staff allegations and to afford the respondents an op- 
portunity to offer any defenses thereto, for the purpose of 
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determining whether the allegations are true, and, if so, 
whether any action of a remedial nature should be ordered 
by the Commission. 





SECURITIES EXCHNGE ACT OF 1934 
Release Nos. 12668 and 12669/July 29, 1976 


The SEC has issued a notice giving interested persons until 
August 12 to request a hearing on an application of the 
Boston Stock Exchange for unlisted trading privileges in the 
security of Bankamerica Corporation, also an order has been 
issued granting the application of the Cincinnati Stock Ex- 
change for unlisted trading privileges in the security of 
Bankamerica Corporation. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12670/July 29, 1976 


[Release No. 34-12670; File S7-648] 


DISSEMINATION OF QUOTATIONS FOR ELIGIBLE 
SECURITIES 


Notice of Proposed Rule 11Ac1-1 


The Securities and Exchange Commission announced today 
that it has proposed for comment Rule 11Ac1-1 [17 CFR 
§240.11Ac1-1] under the Securities Exchange Act of 1934 
(the ‘‘Act’’) [15 U.S.C. 78a et seq., as amended by Pub. L. 
No. 94-29 (June 4, 1975)], governing dissemination of 
quotation information with respect to securities as to which 
last sale information is reported in the consolidated transac- 
tion reporting system (the “consolidated system’) con- 
templated by Rule 17a-15 under the Act [17 CFR 
§240.17a-15] (‘eligible securities’). 


Rule 11Ac1-1 would require national securities exchanges 
to collect from their specialists, and national securities 
associations to collect from third market makers, quotations 
in eligible securities for dissemination by those self- 
regulatory organizations to quotation vendors. In addition to 
requiring exchanges and associations to make quotations 
available to quotation vendors, those organizations also 
would be obligated to provide such vendors with their 
specialists’ and market makers’ quotation sizes if those 
specialists and market makers elect to make such sizes 
available for dissemination. 


|. Background 


In February, 1972, in its Statement on the Future Structure 
of the Securities Markets, the Commission called for the es- 
tablishment of a central market system for listed securities 
and, as an integral part thereof, ‘a nationwide disclosure or 


market information system to make universally available 
price and volume information from all markets and 
quotations from all market ‘‘makers.”' This nationwide dis- 
closue system contemplated the development and im- 
plementation of both a consolidated transaction reporting 
system—a system which is now in place—and a composite 
quotation system so that “buyers and sellers of securities, 
wherever located, can make informed investment decisions 
and not pay more than the lowest price at which someone is 
willing to sell or not sell for less than the highest price a 
buyer is prepared to offer.’’? In discussing the proposed com- 
posite quotation system, the Commission noted that: 


[tlhe technology and hardware for such a system are 
said to be available, and any remaining regulatory 
problems should be promptly worked out so that the 
system can attain its objective of providing quotations 
which are truly comparable, notwithstansding the 
different assumptions on which they may be based.? 


The Commission’s commitment to the establishment of a 
composite quotation system was further demonstrated in its 
March, 1973, Policy Statement on the Structure of a Central 
Market System, in which the Commission stated: 


At the very heart of the central market system... will 
be an efficient and comprehensive communications 
linkage between market centers consisting of a real- 
time composite transaction reporting system and a 
composite quotation system displaying the bids and 
offers of all qualified market makers in listed 
securities. The necessary steps which have to be taken 
to achieve the composite reporting system already are 
well under way. The next step will be to demonstrate a 
similar commitment to making the much-discussed 
composite quotation system a reality.* 


Establishmnent of a composite quotation system has also 
found support in the Congress. Securities industry studies by 
both the Senate and the House of Representatives regarded 
the development of a composite quotation system as an es- 
sential element in the creation of a national market system 
and regarded Commission action as an integral part of the 
development of such a system, Moreover, although the 
Congress, in enacting the Securities Acts Amendments of 
1975 (the “1975 Amendments”), did not mandate 
minimum elements of a national market system,’ Section 
11A of the Act [15 U.S.C. 78k-1], added by the 1975 
Amendments, contains a Congressional finding that “‘[i|t is in 
the public interest and appropriate for the protection of in- 
vestors and the maintenance of fair and orderly markets to 
assure ... the availability to brokers, dealers and investors of 
information with respect to quotations for and transactions 
in securities,’’*® and that the ‘‘linking of all 
markets... through communication and data processing 
facilities will foster efficiency, enhance competition, increase 
the information available to brokers, dealers and investors, 
facilitate the offsetting of investors’ orders, and contibute to 
best execution of such orders.’’® That Section directs the 
Commission ‘‘to use its authority under [the Act] to facilitate 
the establishment of a national market system . .. in accor- 
dance with the findings and to carry out the objectives set 
forth [in Section 11A of the Act]."'° 


To date, Commission action designed to facilitate the 
development of a composite quotation system have been 
limited to the proposal and reproposal of Rule 17a-14 under 
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the Act [17 CFR 8240.17a-14],"' and a formal request to 
national securities exchanges that such exchanges effect 
changes in their rules and practices to eliminate those which 
restrict access to or use of quotation information. '? 


Il. Proposed Rule 11Ac1-17 


A composite quotation system continues to be viewed by 
the Commission as a basic element of a national market 
system. As the Commission has stated before, 


quotation information...is essential to broker- 
dealers, whether members [of exchanges] or not, in 
discharging their duty of reasonable diligence in the 
execution of customers’ orders. ... In addition, quota- 
tion information is of significant value to the market 
place as a whole insofar as a quotation reflects the 
considered judgment of a market professional as to 
various factors affecting the market, including the 
current price levels and size of buying and selling in- 
terest... Finally, quotation information is of con- 
siderable value to investors, both individual and in- 
stitutional, in determining the best market for execu- 
tion and in the understanding the market forces at 
work at any given time.'? 


Since mid-1975, several major efforts have been made to 
develop and market a composite quotation service. GTE In- 
formation Systems, Inc. has been providing a ‘dynamic’ 
best bid and offer service'* to subscribers since September, 
1975, and the Institutional Networks Corporation 
(“Instinet’’) has recently begun providing a composite quota- 
tion montage to its subscribers which displays quotations 
from various exchange market centers accompanied by an 
indication of the time which has elapsed since each quota- 
tion was last updated. In addition, the National Association 
of Securities Dealers, Inc. ("NASD") has announced that it 
intends to initiate a composite quotation service early in 
1977 similar to the NASDAQ service currently available for 
over-the-counter stocks. 


The Commission believes, however, that despite the efforts 
made to develop a composite quotation service, the quality 
of quotation information disseminated to brokers, dealers 
and investors can be improved substantially, and that 
numerous problems relating to the dissemination of useful 
and reliable quotation information have yet to be resolved. 
Exchange markets still do not report ‘firm’ quotations, and 
no market disseminates information as to quotation sizes. In 
many cases, quotation information supplied to vendors is 
not updated promptly to reflect changes in actual quotations 
in the various markets. Moreover, certain “regional” ex- 
changes either supply no quotation information at all or 
supply such information only after the close of trading on the 
“primary” exchanges. 


The Commission believes that the lack of reliable quotation 
information from the various markets is hampering private 
and self-regulatory efforts to establish a viable composite 
quotation system. In turn, the absence of such a system is 
impeding development of a national market system. As a 
result, it appears necessary in the public interest, for the 
protection of investors and to facilitate the establishment of 
a national market system, for the Commission to take ad- 
ditional regulatory steps to improve the quality of quotation 
information disseminated by the various markets. 
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The Commission, therefore, is proposing for public comment 
Rule 11Ac1-1 under the Act [17 CFR 8240.11Ac1-1]. 
Proposed Rule 11Ac1-1 would required, on and after 
November 1, 1976, every exchange and association to have 
established and to maintain procedures and mechanisms for 
collecting quotations in eligible securities (and, if provided, 
quotation sizes) from its specialist and third market makers. 
Such quotations and quotation sizes would be required to be 
made available to quotation vendors in accordance with the 
requirements of the proposed rule.'® 


The proposed rule does not specify the manner in which, or 
the frequency with which, quotations are to be collected, 
processed and made available by exchanges and 
associations, or require that quotations be made available 
within any specified time limits. Proposed Rule 11Ac1-1, 
however, would require specialists and third market makers 
to communicate their quotations promptly to the relevant 
exchange or association in accordance with such exchange’s 
or association’s procedures to permit timely dissemination 
of that data to quoation vendors. 


Proposed Rule 11Ac1-1 would require quotations covered 
by the rule to be “’firm,’’ subject to certain exceptions. in par- 
ticular, the rule would provide that any specialist or third 
market maker who is presented with an order for the 
purchase or sale of any eligible security (other than an order 
for the purchase or sale of an odd lot) must stand ready to 
execute a transaction in that security in any amount up to 
such specialist's or third market maker's published quotation 
size (or, in the event no quotation size is disseminated, a nor- 
mal unit of trading) at a price at least as favorable to the 
buyer or seller as the bid or asked price comprosing part of 
that specialist’s third market maker's published quotation 
(ie, the most recent quotation of such specialist or third 
market maker made available to quotation vendors pursuant 
to the rule which is displayed by quotation vendors on a ter- 
minal or other display device at the time the order is 
presented). The foregoing requirement would not apply if, 
after the dissemination of a published quotation and before 
an order is presented to the specialist or third market maker: 
(i) a transaction in that security is effected on the floor of the 
particular exchange involved, or by the third market maker, 
as the case may be, or a transaction in that security is 
reported in the consolidated system; or (ii) the specialist or 
third market maker has communicated a quotation to the 
relevant exchange or association superseding his published 
quotation. In addition, in no event would a specialist or third 
market maker be bound to execute an order in a size greater 
than the most recent quotation size communicated by him 
to the relevant exchange or association for dissemination to 
quotation vendors. 


‘In the event a specialist or third market maker is relieved of 


his obligation to effect transactions in a particular eligible 
security at the price of the bid or offer comprising his 
published quotation for one of the foregoing reasons, if such 
specialist does not communicate a quotation superseding 
his published quotation for that security within three 
minutes after the ocurrence of a transaction or a report of a 
transaction, such specialist or market maker nevertheless 
would be obligated to effect a transaction in that security in 
accordance with the general rule as to firmness. 


Ill. Request for Public Comment 
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Rule 11Ac1-1 [17 CFR §240.11Ac1-1] pursuant to its 
authoity under the Securities Exchange Act of 1934 [15 
U.S.C. 78a et seq., as amended by Pub. L. No. 94-29 (June 
4, 1975)], and particularly Sections 2, 3, 6, 11A, 15, 15A, 
17 and 23 thereof [15 U.S.C. 78b, 78c, 78f, 78k-1, 780, 
780-3, 78q and 78w]. The text of the proposed rule is as 
follows: 


§240.11Ac1-1 Dissemination of quotations for eligi- 
ble securities. 


(a) For purposes of this section, 


(1) The term “third market maker’ shall mean a 
“market maker” as defined in §240.15c3- 1(c)(8) (Rule 
15c3-1(c)(8) under the Act) who makes markets over- 
the-counter in eligible securities; 


(2) The term “‘specialist’’ shall mean any member of a 
national securities exchange (‘exchange’) who is 
registered as a specialist pursuant to the rules and 
regulations of such exchange, and any other member 
of an exchange who also performs, on the floor of that 
exchange either the market making or limit order 
representation function of a registered specialist; 


(3) The term “quotation vendor’’ shall mean any 
securities information processor engaged in the 
business of disseminating to brokers and dealers, on a 
real-time or current and continuing basis, quotations 
for eligible securities, whether distributed through an 
electronic communication network or displayed on a 
terminal or other device, or otherwise; 


(4) The term “eligible security” shall mean any securi- 
ty as to which last sale information is reported in the 
consolidated system; 


(5) The term ‘consolidated system” shall mean the 
consolidated transaction reporting system con- 
templated by §240.17a-15 (Rule 17a-15 under the 
Act): 


(6) The term “make available,” when used with 
respect to quotations supplied to quotation vendors by 
an exchange or a national securities association 
(‘association’), shall mean to provide circuit connec- 
tions at the premises of the exchange or association 
supplying those quotations for the delivery of such 
quotations to such vendors; 


(7) The term ‘‘quotation,”” when used with respect to 
bids and offers of a specialist or a third market maker, 
shall mean the highest current bid price and the 
lowest current offer price communicated by that 
specialist or third market maker to any broker, dealer 
or customer at which he is willing to buy or sell a par- 
ticular amount of eligible securities, either as principal 
or agent, but shall not include (i) indications of interest 
or (ii) any bid or offer by that specialist or third market 
maker made in response to any inquiry by a broker, 
dealer or customer with respect to that specialist's or 
third market maker’s willingness to buy or sell eligible 
securities in an amount greater than that bid for or 
offered by that specialist or third market maker in 
communicating his quotation; 


(8) The term ‘‘published quotation,” when used in con- 
nection with an order to buy or sell eligible’ securities 
presented to a specialist or third market maker, shall 
mean the most recent quotation of such specialist or 
third market maker made available to quotation ven- 
dors pursuant to this section which is displayed by 
quotation vendors on a terminal or other display 
device at the time the order is presented; 


(9) The term ‘quotation size,” when used with respect 
to a specialist's or third market maker's quotation shall 
mean the number of shares (or units of trading) of an 
eligible security which that specialist or market maker 
has stated he is willing to buy at the bid price or sell at 
the offer price comprising his quotation either as prin- 
cipal or agent; 


(10) The term “published quotation size,” when used 
in connection with an order to buy or sell eligible 
securities presented to a specialist or third market 
maker, shall mean the most recent quotation size (if 
any) of that specialist or third market made available 
to quotation vendors pursuant to this section and dis- 
played by quotation vendors on a terminal or other dis- 
play device at the time the order is presented; 


(11) The term “odd-lot” shall mean an order for the 
purchase or sale of an eligible security in in an amount 
less than a normal unit of trading. 


(b)(1) On an after November 1, 1976, every exchange 
and association shall have established and shall main- 
tain procedures and mechanisms for collecting 
quotations and, if provided, quotation sizes, from 
specialists and third market makers, processing such 
quotations and sizes, and making such quotations and 
sizes available to quotation vendors, in accordance 
with subparagraph (2) of this paragraph (b). 


(2) Every exchange and every association shall collect, 
process and make available to quotation vendors 
quotations and quotation sizes of its specialists and 
market makers, as follows: 


(i) Every exchange shall, at all times such exchange is 
open for trading, collect, process and make available to 
quotation vendors quotations its specialists for each 
eligible security registered or admitted to unlisted 
trading privileges on that exchange; provided, 
however, that no quotation for an eligible security 
shall be required to be collected, processed and made 
available by an exchange during any period when 
trading in that security on that exchange has been 
suspended; 


(ii) Every association shall, at all times last sale infor- 
mation with respect to eligible securities is reported in 
the consolidated system, collect, process and make 
available to quotation vandors quotations of third 
market makers who are members of such association 
for each eligible security for which one or more 
members act as a third market maker, provided, 
however, that no quotation for an eligible security 
shall be required to be collected, processed and made 
available by an association during any period when 
Over-the-counter trading in that security has been 
suspended; 
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(iii) Every quotation for an eligible secuirty made 
available to quotation vendors pursuant to this section 
shall be accompanied by a quotation size if the 
specialist or third market maker communicating that 
quotation elects to provide such size to the exchange 
or association for the purpose of disseminating such 
size to quotation vendors. . 


(3) Nothing in this section shall preclude any exchange 
or association from imposing fair and reasonable 
charges for the dissemination of quotations. 


(c)(1) Every specialist and third market maker shall 
promptly communicate to his exchange or association 
(as the case may be), pursuant to the procedures es- 
tablished by that exchange or association, his 
quotations in eligible securities (and, if such specialist 
or third market maker so elects, his quotation sizes). 


(2) Subject to the provisions of paragraphs (c)(3) and 
(c)(4) fo this section, every specialist and third market 
maker shall be obligated to execute any order, other 
than an odd-lot order, to buy or sell eligible securities 
presented to him by a broker or dealer, or any other 
category of person with whom such specialist or third 
market maker customarily deals, at a price at least as 
favorable to such buyer or seller as the price of the bid 
or offer (as the case may be) comprising such 
specialist's or third market maker's published quota- 
tion in any amount up to the published quotation size 
(or, in the event no quotation size has been dis- 
seminated in connection with such published quota- 
tion, a normal unit of trading). 


(3) Subject to the provisions of paragraph (c)(5) of this 
section, no specialist or third market maker shall be 
obligated to execute a transaction as provided in 
paragraph (c)(2) of this section if, after dissemination 
of such specialist’s or third market maker’s published 
quotation and before the order sought to be executed 
is presented, (i} a transaction in the eligible security 
sought to be bought or sold has been effected on the 
floor of such specialist’s.exchange or with such third 
market maker, or has been reported in the con- 
solidated system, or (ii) such specialist or third market 
maker has communicated to his exchange or associa- 
tion (as the case may be), pursuant to paragraph (c)(1) 
of this section. a quotation superseding his publisdhed 
quotation. 


(4) Notwithstanding paragraph (c)(2) of this section, if, 
prior to the presentaiton of an order to buy or sell eligi- 
ble securities, a specialist or third market maker has 
communicated to his exchange or association (as the 
case may be), pursuant to paragraph (c)(1) of this 
seciton, a quotation size superseding his published 
quotation size (a ‘revised quotation size’), he shall not 
be obligated by this section to purchase or sell eligible 
securities in an amount greater than his revised quota- 
tion size. 


(5) If a specialist or third market maker does not com- 
municate a quotation in an eligible security within 3 
minutes after the occurrence of a transaction in that 
security effected on such specialist's exchange or with 
such third market maker (as the case may be), or 
within 3 minutes of the reporting of a transaction in 
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that security in the consolidated system, such 
specialist or third market maker shall, upon presenta- 
tion of an order, be obligated to execute a transaction 
in accordance with the provisions of paragraph (c)(2) 
of this section notwitstanding paragraph (c)(3) of this 
section. 


(d) The Commission may exempt from the provisions 
of this section, either unconditionally or on specified 
terms and condition, any specialist, third market 
maker, national securities exchange, or national 
securities assocaiton if the Commission determines 
that such exemption is consistent with the public in- 
terest, the protection of investors, and the removal of 
impediments to and perfection of the mechanism of a 
national market system. 


(Secs. 2, 3, 6, 15, 17, 23, Pub. L. 78-291, 48 Stat. 881, 
882, 885, 895, 897, 901, as amended by Secs. 2, 3, 4, 11, 
14, 18, Pub. L. 94-29, 89 STAT. 97, 97, 104, 121, 137, 
155 (15 U.S.C. 78b, 78c, 78f, 78k-1, 780, 78q, 78w, as 
amended by Pub. L. 94-29 (June 4, 1975)); Sec. 1, Pub. L. 
75-719, 52 Stat. 1070, as amended by Sec. 12, Pub. L. 94- 
29, 89 Stat. 127-131 (15 U.S.C. 780-3, as amended by 
Pub. L. 94-29 (June 4, 1975)); Sec. 7, Pub. L. 94-29, 89 
Stat. 111 (15 U.S.C. 78k-1)) 


All interested persons are invited to submit written views, 
data and arguments with respect t proposed Rule 11Ac1-1. 
Persons wishing to make such submission should file six 
copies thereof with George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Room 892, 500 
North Capitol Street, Washington, D.C. 20549, not later 
than September 15, 1976. All submissions should make 
reference to File No. S7-648, and will be available for public 
inspection at the Commission’s Public Reference Room, 
Room 6101, 1100 L Street, N.W., Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





' Securities and Exchange Commission, Statement on the 
Future Structure of the Securities Markets 8 (1972), 37 FR 
5286 (1972). 


2/Id. at Y. 
3/d. at 10. 


* Securities and Exchange Commission, Policy Statement on 
the Structure of a Central Market System 64 (1973) 
(emphasis added). 


5 See Subcom. on Commerce and Finance of the House 
Comm. on Interstate and Foreign Commerce, Securities In- 
dustry Study, H.R. Rep. No. 92-1519, 92d Cong., 2d Sess. 
123-25 (1972), Subcomm. on Securities of the Senate 
Comm. on Banking, Housing and Urban Affairs, Securities 
Industry Study, S. Doc. No. 93-13, 93d Cong., 1st Sess. 
101-104 (1973). 


6 Pub. L. No. 94-29 (June 4, 1975). 


7 In its report accompaning S. 249, the bill which became 
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the 1975 Amendments, the Senate Committee on 
Bankiong, Housing and Urban Affairs noted in this regard 
that 


[t]he nation’s securities markets are in dynamic 
change and in some respects are delicate 
mechanisms; the sounder approach [to the question of 
whether to mandate certain minimum components of 
the national market system] appeared to the Com- 
mittee, therefore, to be to establish a statutory scheme 
clearly granting the Commission brouas authority to 
oversee the implementation, operation, and regulation 
of the national market system and at the same time to 
charging it with the clear responsibility to assure that 
the system develops and operates in accordance with 
Congressionally determined goals and objectives. 


S. Rep. No. 94-75, 94th Cong., 1st Sess. 8-9 (1975). 


®Section 11A(a)(1)(C)liii) of the Act [15 U.S.C. 78k- 
1(a)(1)(C)(iii)}. 


® Section 
(a)(1)(D)}. 


11A(a)(1)(D) of the Act [15 US.C. 78k-1 


© Section 11A(a)(2) of the Act [15 U.S.C. 78k-1(a)(2)]. 


"' See Securities Exchange Act Release Nos. 9529 (March 
8, 1972), 37 FR 5760 (1972), and 10969 (August 14, 
1974), 39 FR 31920 (1974). Action on proposed Rule 1 7a- 
14 was deferred concurrent with the Commission's request 
that exchanges eliminate restrictions on dissemination and 
use of quotation information. See Securities Exchange Act 
Release No. 11288 (March 11, 1975) at 2, 40 FR 15015 
(1975). 


'2 Securities Exchange Act Release No. 11288 (March 11, 
1975), 40 FR 15015 (1975). On May 7, 1975, the Commis- 
sion announced that it had received responses (to its March 
11, 1975 request) from ali national securities exchanges 
and that all exchanges either had taken the action requested 
by the Commission or had informed the Commission that 
they had no rules or practices which restrict access to or use 
of such information. Securities Exchange Act Release No. 
11406 (May 7, 1975). 


'3 Securities Exchange Act Release No. 11288 (March 11, 
1975) at 2, 40 FR 15015 (1975). 


'4 This service displays the best bid and offer from reporting 
market centers, updated automatically, but does not include 
complete quotations from all market centers. 


'S It is anticipated that each exchange’s and association's 
procedures and mechanisms would include details as to the 
form in which quotations and quotations sizes would be 
made available to quotation vendors (including precise 
specifications and formats) so that quotation vendors will be 
able to use effectively the quotations and sizes required to 
be made available to them. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12671/July 29, 1976 


In the Matter of 


MIDWEST CLEARING CORPORATION 
120 South LaSalle Street 
Chicago, Illinois 60603 


(File No. SR-MCC-76-2) 


ORDER APPROVING RULE CHANGE SUBMITTED BY THE 
MIDWEST CLEARING CORPORATION REGARDING THE 
PARTICIPANTS’ FUND 


On April 19, 1976, the Midwest Clearing Corporation 
(“MCC”) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘‘Act’’), a proposed 
rule change amending Section 6 of MCC Rule 14 to require 
that not less than ten percent of each member's contribution 
to the MCC Participants’ Fund be in cash. The proposal also 
would allow the balance of the contribution to be in un- 
matured negotiable debt securities of, or obligations 
guc¢ranteed by, the United States government with a maturi- 
ty of one year or less and would require such securities to be 
deposited by the participant with a bank or trust company 
approved by MCC. 


In accordance with Section 19(b) of the Act and Rule 19b-4 
thereunder, the rule changes were published in the Federa/ 
Register (41 Fed. Reg. 20234, May 17, 1976) and the 
public was invited to submit comments until June 7, 1976. 
Notice of the filing and an invitation for comments also 
appeared in Securities Exchange Act Release No. 12422, 
May 10, 1976. No letters of comment were received. 


The Commission has reviewed the MCC submission and 
finds that the proposed rule change is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change contained in File 
No. SR-MCC-76-2 be, and hereby is, approved. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12672/July 29, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
DEPOSITORY TRUST COMPANY (File No. SR-DTC-76-6) 


The Depository Trust Company (“DTC’’) submitted a propos- 
ed rule change on July 6, 1976, pursuant to Rule 19b-4 un- 
der the Securities Exchange Act of 1934, pertaining to the 
establishment of an interface with the Pacific Securities 
Depository Trust Company. 


Publication of the submission is expected to be made in the 
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Federal Register during the week of August 2, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-DTC-76-6. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspec- 
tion at the Securities and Exchange Commission's Public 
Reference Room, 1100 L Street, N.W. Washington, D. C. 
Copies of the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12673/July 29, 1976 


In the Matter of 


MIDWEST STOCK EXCHANGE, INC. 
12p South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-76-12) 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
MIDWEST STOCK EXCHANGE, INC. AND ORDER AP- 
PROVING PROPOSED RULE CHANGE 


Pursuant to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act’’), as amended by 
Pub. L. No. 94-29, 816 (June 4, 1975) notice is hereby 
given that on July 27, 1976 the Midwest Stock Exchange, 
Inc. filed with the Commission copies of a proposed rule 
change. The proposed rule change would increase to 300 
from 199 the maximum number of shares which can be ex- 
ecuted pursuant to its MAX pricing formula. 


Publication of notice of the proposed rule change is ex- 
pected to be made in the Federal Register during the week 
of August 2, 1976. Interested persons are invited to submit 
written data, views and arguments concerning the proposed 
rule change. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-MSE-76-12. 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
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changes, and in particular, the requirements of Section 6, 
and the rules and regulations thereunder. 


Further, the Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after the date 
of publication of notice of filing thereof. The proposed rule 
change is designed to increase competition in the securities 
markets. In addition, the Commission has recently approved 
a similar rule proposal by another national securities ex- 
change in connection with its formula pricing system. 


IT |S THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change referenced above 
be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19624/July 23, 1976 


In the Matter of 


METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 


(70-5865) 


ORDER AUTHORIZING PROPOSED AMENDMENT TO 
ARTICLES OF INCORPORATION TO RECLASSIFY PRES- 
ENTLY OUTSTANDING SHARES OF PREFERRED STOCK 
AND TO INCREASE AUTHORIZED PREFERRED STOCK 


Metropolitan Edison Company ("Met-Ed”), an electric utility 
subsidiary company of General Public Utilities Corporation 
(“GPU”), a registered holding company, has filed a declara- 
tion and amendments thereto with this Commission pur- 
suant to Sections 6(a), 7, and 12(e) of the Public Utility 
Holding Company Act of 1935 (‘Act’) and Rules 62 and 65 
promulgated thereunder regarding the following proposed 
transactions. 


Met-Ed proposes to amend its articles of incorporation (‘‘ar- 
ticles’) to (1) reclassify each of its outstanding shares of 
preferred stock into shares without par value and with a 
stated value of $100 per share, and (2) increase its authoriz- 
ed preferred stock, presently consisting of 2,150,00 shares, 
par value $100 per share, to 10,000,000 shares without par 
value and with a maximum aggregate stated value of $250.- 
000,000. It is stated that the proposed reclassification will 
not affect the dividend, liquidation, voting or other rights of 
the holders of outstanding shares of the preferred stock. The 
proposed amendments to the articles will provide that each 
share of the preferred stock will have such voting rights as is 




















proportionate to the ratio of (1) the stated value of such 
share to (2) the stated value of all shares of Met-Ed 
preferred stock then outstanding. It is further provided in the 
proposed amendment that the stated value of each share of 
the preferred stock will be equal to the capital furnished to 
Met-Ed for such share and will also be equal to such share’s 
preferential claim in the event of Met-Ed’s involuntary li- 
quidation. 


Under the articles, as proposed to be amended, MetdEd will 
proposed a stated value of a new series of its preferred stock 
at the time Met-Ed proposes to issue and sel! such a series. 
The stated value set for each series will be subject to ap- 
proval by this Commission. Met-Ed understands that the 
Commission has not indicated its approval in this proceeding 
to the future issuance of additional preferred stock of any 
particular stated value. 


Met-Ed is soliciting proxies from its preferred and common 
stockholders to be used at a special meeting of preferred 
and common stockholders to be held on July 30, 1976, for 
the purpose of obtaining stockholder approval for the 
foregoing proposals. The proposed amendment to the ar- 
ticles will require the favorable vote, as a class, of the 
holders of a majority of the total number of outstanding 
shares of Met-Ed’s preferred stock. The proposed amend- 
ment to the articles of incorporation also requires the 
favorable vote of the holder of Met-Ed’s common stock. 
GPU, the holder of all the outstanding Met-Ed common 
stock, has advised Met-Ed that it intends to vote the out- 
standing common stock in favor of the proposed amend- 
ment. 


The Pennsylvania Public Utility Commission has authorized 
the proposed reclassification of the Met-Ed preferred stock. 
No other state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19577), and no hearing has been requested 
of or ordered by the Commission. Upon the basis on the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is ap- 
propriate in the public interest and in the interest of in- 
vestors and consumers that said declaration, as amended, 
be permitted to become effective: 


IT |S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19625/July 23, 1976 


In the Matter of 


GULF POWER COMPANY 
75 North Pace Boulevard 
P.O. Box 1151 

Pensacola, Florida 32520 


(70-5879) 


NOTICE OF PROPOSED AGREEMENT WITH COUNTRY 
FOR CONSTRUCTION OF POLLUTION CONTROL EQUIP- 
MENT FINANCED BY SALE OF REVENUE BONDS; SALE 
TO COUNTIES OF EXISTING POLLUTION CONTROL 
FACILITIES 


NOTICE IS HEREBY GIVEN that Gulf Power Company 
(“Gulf’), an electric utility subsidiary company of The 
Southern Company, a registered holding company, has filed 
an application-declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 (‘Act’), 
designating Sections 6(a), 7, 9(a), and 12(d) of the Act and 
Rules 44(b)(3) and 50(a)(5) promulgated thereunder as 
applicable to the proposed transactions. All interested per- 
sons are referred to said application-declaration, which is 
summarized below, for a complete statement of the propos- 
ed transactions. 


Gulf owns an electric generating plant located in Bay Coun- 
ty, Florida (“County”). In order to comply with environmental 
control standards with respect to air and water quality, Gulf 
has and will undertake to construct certain facilities (‘’Pro- 
ject’) at this plant solely for this purpose. The total cost of 
the Project is presently estimated not to exceed $15 million. 


To finance the Project, Gulf proposes to enter into an Install- 
ment Sales Agreement (“Agreement”) with the County 
which will provide for the acquisition, construction and 
equipping of the Project by the County, and the issuance by 
the County, pursuant to an indenture (“Indenture”) to be 
entered into between the County and an indenture trustee 
(“Trustee’’), of its pollution control revenue bonds ("’Pollution 
Bonds”), in an amount not to exceed $15 million. The 
proceeds of the sale of Pollution Bonds will be deposited by 
the County with the Trustee and will be applied to the pay- 
ment of the cost of construction (as defined in the Agree- 
ment) of the Project. 


It is further proposed, and the Agreement provides, that the 
Project will be sold to Gulf, the purchase price to be paid in 
semi-annual installments over a term of years. The purchase 
price shall be in an amount sufficient to pay the principal and 
interest on the Pollution Bonds as such amounts become 
due and payable. Gulf may prepay the purchase price (a) in 
whole or in part, at Gulf's option, at any time on or after ten 
years from the date of issuance of the Pollution Bonds,-sub- 
ject to payment of a premium equal initially to 3% of the 
principal amount and declining thereafter by 1/2 of 1% per 
year, and (b) in whole, at Gulf’s option in certain other 
specified instances, without premium. It is proposed that the 
Pollution Bonds will mature 30 years from the first day of 
the month in which they are initially issued and that the 
Pollution Bonds will be entitled to the, benefit of serial 
maturities and/or a mandatory redemption sinking fund 
calulated to retire not less than 25% of the aggregate prin- 
cipal amount of the issue prior to maturity. 


In order to obtain the benefit of a rating for the Pollution 
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Bonds equivalent to the rating enjoyed by the first mortgage 
bonds outstanding under Gulf’s bond indenture 
(“Mortgage”), Gulf proposes to obtain the authentication of 
a series of such first mortgage bonds (“Collateral Bonds’’) 
under the Mortgage, pursuant to a supplemental indenture 
(“Supplemental Mortgage”) dated as of October 1, 1976. 
The Collateral Bonds, to be delivered in a principal amount 
equal to the principal amount of the Pollution Bonds, will be 
deposited with the Trustee as security for Gulf’s obligations 
under the Agreement. The Collateral Bonds will have a 
stated interest rate equal to the interest rate per annum to 
be borned by the Pollution Bonds, will mature on the maturi- 
ty date of such Pollution Bonds, and will be nontransferable. 
The Supplemental Mortgage will provide, however, that until 
the Trustee shall have demanded mandatory redemption of 
the Collateral Bonds, no interest in respect of the Collateral 
Bonds shall be payable; and that upon acceleration of Pollu- 
tion Bonds then outstanding by the Trustee, he may demand 
the mandatory redemption of the Collateral Bonds at a price 
equal to the principal amount thereof plus accrued interest, 
if any, to the date fixed for redemption. 


The Supplemental Mortgage will also provide that upon the 
optional redemption of the Pollution Bonds, in whole or in 
part, at any time after they have been outstanding for ten 
years, an equal principal amount of the Collateral Bonds will 
be redeemed at an initial premium of 3% declining by 1/2% 
every year. 


The Indenture will provide that, upon deposit of funds with 
or direction to the Trustee by Gulf to apply available funds, 
or upon delivery of outstanding Pollution Bonds sufficient to 
pay or redeem all or any part of the Pollution Bonds, the 
Trustee will be obligated to deliver to Gulf Collateral Bonds 
in an aggregate principal amount equal to that amount of 
Pollution Bonds for the payment or redemption of which 
such funds have been deposited or applied or which shall 
have been so delivered. 


It is stated that the Pollution Bonds are expected to be 
marketed pursuant to an arrangement between the County 
and a group of underwriters represented by an underwriter 
whose name will be supplied by amendment. In accordance 
with the laws of the State of Florida, the interest rate 
thereon will be fixed by the County, and the terms and sale 
of the Pollution Bonds must be satisfactory to Gulf, although 
Gulf will not be a party to the underwriting arrangement. 
Gulf further states that it is expected that the interest 
payable on the Pollution Bonds will be exempt, by ruling of 
the Internal Revenue Service, from federal income taxation. 
It is not possible to ascertain in advance precisely the in- 
terest rate which may be obtained in connection with the 
issuance of the Pollution Bonds, But Gulf is advised that tax- 
exempt bonds of like quality and tenor have historically 
carried an annual interest rate approximately one and one- 
half to two and one-half percent lower than comparable tax- 
able long-term corporate bonds. 


In order to comply with provisions of Florida law authorizing 
the County to issue its revenue bonds for the purposes 
heretofore described, Gulf will be obligated to convey to the 
County such existing pollution control facilities as are now 
owned by Gulf, subject to the Mortgage. The Agreements 
provide that Gulf will receive, out of the proceeds of the 
Pollution Bonds, an amount equal to Gulf's original cost for 
such existing facilities, which, upon conveyance to the 
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County, will become a part of the Project which Gulf 
proposes to purchase as provided in the Agreement. 


For financial and accounting reporting purposes, the in- 
debtedness of Gulf under the Collateral Bonds will be 
capitalized. A statement of the fees, commissions and ex- 
penses paid or incurred, or to be paid or incurred, in connec- 
tion with the proposed transaction will be supplied by 
amendment. It is stated that the Florida Public Service Com- 
mission has jurisdiction over the issuance of Gulf’s Collateral 
Bonds and the assumption by Gulf of its obligations under 
the Agreement. No other State commission and no Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


Gulf submits that the issuance and delivery of its Collateral 
Bonds to the County should be exempted from the com- 
petitive bidding requirements of Rule 50 by reason of clause 
(a)(5) thereof inasmuch as they are to be issued and 
delivered solely to secure Gulf’s obligations to the County 
and no public offering by Gulf is to be made. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 17, 1976, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration which he 
desires to controvert, or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicant-declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time 
after said date, the application-declaration may be granted 
and permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postpontements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19626/July 26, 1976 


In the Matter of 


ARKANSAS-MISSOURI POWER COMPANY 
Blytheville, Arkansas 


(70-5837) 








»D’' © 


ORDER APPROVING PROPOSAL TO AMEND INDENTURE 
AND TO MODIFY TERMS OF OUTSTANDING DEBEN- 
TURES 


Arkansas-Missouri Power Company (‘‘Ark-Mo”), a public 
utility subsidiary of Middle South Utilities, lnc., a registered 
holding company, has filed a declaration and amendments 
thereto with this Commission pursuant to Sections 6(a) and 
7 of the Public Utility Holding Company Act of 1935 (’Act’’) 
regarding the following proposed transactions. 


In June 1968, Ark-Mo sold to 11 institutional investors 
$5,000,000 in principal amount of its 6-7/8% Sinking Fund 
Debentures due 1993 (‘‘Denbentures’’) pursuant to an 
Indenture, dated as of May 1, 1968 (“Indenture”), between 
the company and Union Planters National Bank of Memphis, 
as trustee. Currently, $4,250,000 in principal amount of the 
Debentures are outstanding. 


The Indenture provides, among other things, that Ark-Mo 
and its wholly-owned subsidiary, Associated Natural Gas 
Company (‘Associated’), may not issue, assume, guarantee 
or incur any funded debt (defined to Include any in- 
debtedness in respect to money borrowed with a maturity of 
more than one year) unless consolidated net income 
available for interest (as defined) for a period of 12 con- 
secutive calendar months within the 15 calendar months 
immediately preceding the calendar month in which such 
determination is to be made is not less than 200% of the an- 
nual interest charges (including debt discount and expense 
applicable to such period) on consolidated funded debt of 
Ark-Mo and Associated. The Indenture further provides that, 
in computing consolidated net income, Ark-Mo is required to 
deduct as depreciation the greater of the amount reported 
for Federal income tax purposes or the amount as shown on 
its books. Historically, the amount reported as depreciation 
for Federal income tax purposes has been greater. Also, with 
respect to the computation of consolidated net income 
available for interest, the Indenture does not permit any ad- 
justment to consolidated net income for interest on short- 
term debt to refunded from the proceeds of additional fund- 
ed debt. 


It is stated that, in order for Ark-Mo and Associated to repay 
short-term borrowings from commercial banks and for Ark- 
Mo to repay loans from Middle South, all due in 1976, it will 
be necessary to sell up to $12,000,000 of additional long- 
term debt. Ark-Mo projects, however, that due to the in- 
terest coverage restrictions contained in the Indenture, it 
would be unable to issue long-term debt in this amount. 
Specifically, Ark-Mo states that for the period ended 
December 31, 1975, its interest coverage as computed un- 
der the Indenture, after giving effect to an issuance of long- 
term debt in an aggregate amount of $12,000,000 at an 
assumed interest rate of 1012% per annum, would be only 
1344, 


To enable Ark-Mo and Associated to undertake necessary 
long-term financing which i now precluded under the Inden- 
ture, Ark-Mo proposes, with the consent of the holders of 
not less than 66-2/3% of the outstanding Debentures, to 
amend the Indenture (i) to permit Ark-Mo to deduct, in com- 
puting consolidated net income, depreciation as shown on 
its books rather than the historically higher depreciation 
reported for Federal income tax purposes, and (ii) to permit 
the company to make an adjustment in computing con- 


solidated net income available for interest under the Inden- 
ture for interest on short-term debt which would be refunded 
from the proceeds of additional funded debt. 


In consideration of the above modifications of the provisions 
of the Indenture, Ark-Mo proposes to make an adjustment of 
1/8 of 1% in the annual interest rate borne by the Deben- 
tures so that, upon amendment of the Indenture, the Deben- 
tures would bear interest at the rate of 7% per annum. 


Ark-Mo_ projects that, with the proposed Indenture 
modifications, the company’s annual interest coverage for 
the twelve months ended December 31, 1975, after giving 
effect to the issuance and sale of $12,000,000 of long-term 
debt at an assumed interest rate of 10'2% per annum and 
the retirement of short-term debt in the amount of $10.- 
500,000 with the proceeds from the sale of such long-term 
debt, would be 2.19. The issuance and sale by either Ark-Mo 
or Associated of any additional long-term debt would be the 
subject of appropriate applications filed with this Commis- 
sion. 


The Arkansas Public Service Commission and the Public 
Service Commission of Missouri have jurisdiction over and 
have approved the proposed amendments to the Indenture. 
No other State commission and no Federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said declaration, as amended, has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19460), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said declaration, as amend- 
ed, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19627/July 26, 1976 


In the Matter of 
INDIANA-KENTUCKY ELECTRIC CORPORATION 


P. O. Box 468 
Piketon, Ohio 45661 
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(70-5881) 


NOTICE OF PROPOSED AGREEMENT WITH MUNICIPAL 
AUTHORITY FOR CONSTRUCTION OF POLLUTION CON- 
TROL EQUIPMENT 


NOTICE IS HEREBY GIVEN that Indiana-Kentucky Electric 
Corporation ("“IKEC”), an indirect electric utility subsidiary 
company of Allegheny Power System, Inc., American Elec- 
tric Power Company, Inc., and Ohio Edison Company, Inc., 
and Ohio Edison Company, all registered holding companies, 
has filed an application-declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 1935 
(“Act’’) designating Sections 9(a) and 12(d) of the Act and 
Rule 44(b)(3) promulgated thereunder as applicable to the 
following proposed transactions. All interested persons are 
referred to the application-declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


Ohio Valley Electric Corporation (“OVEC”) and its wholly 
owned subsidiary company, IKEC, were each organized in 
1952 under the laws of the states of Ohio and Indiana, 
respectively, to provide the power requirements of the gas- 
eous diffusion plant at Portsmouth, Ohio (‘Portsmouth 
plant’), now owned and operated by the United States 
Energy Research and Development Administration 
(“ERDA"). Arrangements for OVEC to supply power to the 
Portsmouth plant exist under an Atomic Energy Commission 
Power Agreement (“AEC Agreement’) as modified from 
time to time. Ten participating companies own the capital 
stock of OVEC and 15 sponsoring companies supply power 
to and purchase power from OVEC (including, in each case, 
the holding company systems named above). 


It is stated that ERDA and OVEC have signed Modification 
#7 to the AEC Agreement providing for the payment by 
ERDA to OVEC and IKEC of the entire cost of certain 
replacements of property and plant. Modification #7. in- 
cludes any replacement (a) where such replacement is 
ordered or required by any regulatory agency or court having 
jurisdiction over the emission of pollutants or the discharge 
of wastes or (b) where such replacement is reasonably re- 
quired to enable OVEC or IKEC to limit the emission of 
pollutants or the discharge of wastes. Modification #7 will 
become effective upon receipt of requisite regulatory ap- 
provals which are in the process of being obtained. 


Modification #7 also provides that OVEC agrees to use its 
best efforts to arrange financing of pollution control 
replacements from sources of capital other than ERDA, un- 
less ERDA prefers to directly finance such investment. 
Under Modification #7, ERDA agrees to pay an amount 
equal to the principal and interest due under an installment 
sale agreement relating to the purchase by OVEC or IKEC of 
any pollution control replacement. The right to receive such 
principal and interest payments must have been validly 
assigned by the seller of the pollution control replacement to 
a trustee under an indenture pursuant to which bonds or 
other debt securities shall have been issued and sold. 


To supply part of the Portsmouth Plant requirements, IKEC 
has constructed six generating units situated in the Clifty 
Creek Plant In Indiana. Compliance by the Clifty Creek Plant 
with the air quality standards of Indiana will require the in- 
vestment of an estimated $110 million for precipitators and 
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related facilities (“project”). When completed, the project 
will replace existing particulate emission control equipment 
and facilities. By resolution adopted August 6, 1974, the 
City of Madison, Indiana (“City”) determined to authorized 
and issue one or more series of its pollution contro! revenue 
bonds (“bonds”) to finance the cost of engineering, design, 
acquisition and construction of the project and to reimburse 
IKEC monies previously expended for such purposes. 


IKEC proposes to enter into an agreement of sale 
(“agreement”) providing for the construction and installation 
of the project by the City and the issuance by the City of 
bonds (a) in an initial principal amount of $50 million 
(“Series A Bonds”) and (b) additional bonds in principal 
amounts estimated to exceed $60 million. Proceeds of the 
sale of the Series A Bonds will be deposited by the City with 
Lincoln National Bank and Trust Company of Fort Wayne, as 
Trustee ("Trustee’’). The proceeds will be applied to payment 
of the cost of the project. The Series A Bonds will be issued 
and secured by an indenture between the City and the 
Trustee. 


The agreement will also provide for the sale of the project to 
IKEC, the payment by IKEC of the purchase price of the pro- 
ject in semiannual installments over a term of years and the 
assignment by the City to the Trustee of its interest in 
amounts receivable under the agreement. The agreement 
wiil provide that the obligation of IKEC to make payments to 
the City of the purchase price for the project shall be deemed 
satisfied to the extent that payments are received by the 
Trustee from ERDA. Each installment payable by IKEC will 
be sufficient to enable the City to pay interest and principal 
due on the Series A Bonds, including amounts payable in 
connection with any mandatory redemption thereof, any ad- 
ditional bonds or any refunding bonds. IKEC is also obligated 
under the agreement to pay the fees and charges of the 
Trustee as well as certain expenses of the City. 


IKEC has the option to prepay the purchase price of the pro- 
ject under certain circumstances. The purchase price of the 
project will be required to be prepaid in the event (a) the 
AEC Agreement is not extended on or before August 31, 
1977, or (b) the AEC Agreement is extended but later 
ceases to be in full force and effect. 


IKEC will take necessary action to release existing facilities, 
which are part of the project, from the lien of its mortgage. 
After release from the mortgage, IKEC will convey such ex- 
isting facilities to the City and will receive, out of the 
proceeds of the bonds, an amount equal to IKEC’s original 
cost of the existing facilities. The existing facilities will 
thereupon become a part of the project which IKEC will 
purchase from City under the agreement. Title to the project 
will pass to IKEC at the time of the execution and delivery of 
the agreement. 


It is contemplated that the Series A Bonds will be sold by 
the City pursuant to arrangements with a group of un- 
derwriters represented by E. F. Hutton & Company, Inc. The 
interest rate on the Series A Bonds will be fixed by the 
governing board of the City. Although IKEC will not be a par- 
ty to the underwriting arrangements for the Series A Bonds, 
IKEC will not enter into the agreement unles the terms of the 
Series A Bonds and their sale by the City are satisfactory to 
it. IKEC understands that interest on the Series A Bonds will 
be exempt from federal income taxation in certain cases. 
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IKEC has been advised that the annual interest rates on such 
securities can be expected at the time of issuance to be 1% - 
22% lower than rates of similar obligations fully subject to 
federal income tax. 


The Series A Bonds will be dated on or about the first day of 
the month in which they are issued, will bear interest 
semiannually, and will mature at a date or dates not later 
than October 14, 1992. It is expected that the Series A 
Bonds will not be redeemable at the option of the City within 
ten years from their issue date except under certain cir- 
cumstances. The Series A Bonds will be subject to man- 
datory redemption under certain conditions. 


It is stated that the Public Service Commission of Indiana 
has jurisdiction over certain aspects of the proposed transac- 
tions and that no other state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. Fees and expenses to be in- 
curred in connection with the proposed transactions will be 
supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 23, 1976, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, and reasons for such request, and the issues of fact 
or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request, should be served personally or by mail upon 
the applicant-declarant at the above-stated address and 
proof of service (by affidavit or, in the case of an attorney at 
law, by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as filed or 
as it may be amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as provid- 
ed in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


Release No. 19628/July 27, 1976 
In the Matter of 
APPALACHIAN POWER COMPANY 


40 Franklin Road 
Roanoke, Virginia 24009 


(70-5877) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Appalachian Power Com- 
pany (“Appalachian”), an electric utility subsidiary company 
of American Electric Power Company, Inc., (“AEP”), a 
registered holding company, has filed an application with 
this Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (“Act”), designating Section 6(b) of the 
Act and Rule 50 promulgated thereunder 2s applicable to 
the proposed transaction. All interested persons are referred 
to the application, which is summarized below, for a com- 
plete statement of the proposed transaction. 


Appalachian proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, up 
to $70,000,000 principal amount of First Mortgage Bonds 
(the ‘‘new bonds’), to mature in not less than 5 years and 
not more than 30 years. The interest rate (which will be a 
multiple of 1/8 of 1%) and the price (which will be not less 
than 100%, unless Appalachian shall authorize a lower 
percentage not less than 99%, and shall not exceed 
102.75% of the principal amount of the bonds thereof) will 
be determined by competitive bidding. The terms of the 
bonds preclude Appalachian from redeeming any such 
bonds prior to September 1, 1981, if such redemption is for 
the purpose of refunding such bonds with proceeds of funds 
borrowed at a lower effective interest cost. The bonds will 
be issued under and secured by the Mortgage and Deed of 
Trust, dated as of December 1, 1940, to Bankers Trust Com- 
pany, and a new Supplemental Indenture thereto which will 
be dated as of the first day of the month in which the Bonds 
are to be issued. Appalachian shall notify prospective 
bidders no later than 72 hours prior to the time designated 
for the submission of bids the maturity date of the bonds. 


The proceeds of the offering will be used to pay at maturity 
$70,000,000 principal amount of 8 5/8% Series Bonds, due 
October 1, 1976. 


The fees and expenses to be incurred in connection with the 
proposed issue and sale of the new bonds and the fees and 
expenses of counsel for the underwriters, to be paid by the 
successful biders, will be supplied by amendment. It is 
stated that the State Corporation Commission of Virginia 
and the Tennessee Public Service Commission have jurisdic- 
tion over the proposed transaction and that no other state 
commission and no federal commission, other than this 
Commission, has jurisdication over the proposed transac- 
tion. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 23, 1976, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail upon the appli- 
cant at the above-stated address, and proof of service (by af- 
fidavit or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
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application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY 
Release No. 19629/July 27, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5729/July 27, 1976 





PUBLIC UTILITY HOLDING COMPANY 
Release No. 19630/July 28, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5730/July 28, 1976 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19631/July 29, 1976 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 


(70-5687) 


ORDER PERMITTING WITHDRAWAL OF POST-EFFECTIVE 
AMENDMENT 


Appalachian Power Company (‘Appalachian’), an electric 
utility subsidiary company of American Electric Power Com- 
pany, Inc., a registered holding company has filed with this 
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Commission a request for leave to withdraw post-effective 
amendment No. 6 previously filed in this matter pursuant to 
Section 6(b) of the Public Utility Holding Company Act of 
1935 (‘Act’), regarding the following proposal. 


By notice dated June 4, 1976 (HCAR No. 19561) issued in 
this proceeding notice was given of Appalachian’s request 
for an exception from the competitive bidding requirement 
of Rule 50 under the Act for the issue and sale of commer- 
cial paper (‘notes’). The notice stated that Appalachian 
proposed to issue the notes in an aggregate principal 
amount not in excess of 5% of its capitalization through June 
30, 1977. Appalachian now requests leave to withdraw its 
post-effective amendment No. 6. 


Section 6(a) of the Act generally requires the filing of a 
declaration for a company to sell any of its securities. The 
first sentence of Section 6(b) excepts from the provisions of 
Section 6(a), the issuance of a note or draft which: ‘(1) is 
not part of a public offering, (2) matures or is renewed for 
not more than nine months... and (3) aggregates (together 
with all other than outstanding notes and drafts of a maturity 
of nine months or less... ) not more than 5 per centum of 
the principal amount and par value of the other securities of 
such company then outstanding, or such greater per centum 
thereof as the Commission upon application may by otder 
authorize...” 


The notes which Appalachian proposes to sell are stated to 
be within the limits of the exception from Section 6(a) af- 
forded by Section 6(b) as noted above. A transaction so ex- 
cepted by statute needs no exception from competitive bid- 
ding under Rule 50, either by rule or order. 


Upon the basis of the facts in the record, it is hereby found 
that the post-effective amendment No. 6 filed in this 
proceeding should be permitted to be withdrawn. 


IT |S ORDERED that post-effective anendment No. 6 to the 
application in this proceeding be, and it hereby is, deemed 
withdrawn, effective forthwith. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19632/July 29, 1976 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 


(70-5860) 


ORDER PERMITTING WITHDRAWAL OF APPLICATION 
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Ohio Power Company (‘Ohio Power”), an electric utility sub- 
sidiary company of American Electric Power Company, Inc., 
a registered holding company, has filed a request for leave to 


withdraw its application, as amended, previously filed with: 


this Commission pursuant to Section 6(b) of the Public Utili- 
ty Holding Company Act of 1935 (‘Act’) and Rule 50 
promulgated thereunder regarding the following proposed 
transaction. 


Notice was given on June 4, 1976 (HCAR No. 19558) of a 
proposal by Ohio Power that it issue and sell notes to banks 
and to a dealer in commercial paper in an aggregate amount 
of up to $150,000,000 through June 30, 1977. Interested 
persons were given until June 29, 1976, to request a hear- 
ing on the proposed transaction. 


On June 17, 1976, iOrmet Corporation and Kaiser 
Aluminum and Chemical Corporation (‘Petitioners’) filed a 
Request for Hearing and Petition to Intervene in the subject 
proceeding. Petitioners alleged, among other things, that 
Ohio Power's application failed to demonstrate that the 
borrowings proposed were necessary or appropriate for the 
company. 


On June 29, 1976, Ohio Power filed a request for leave to 
withdraw its application in this proceeding. Ohio Power 
stated that as of June 29, 1976, it had consummated the 
sale and leaseback of the Cook Coal Terminal near 
Metropolis Ill. (see this Commission's order dated June 25, 
1976, HCAR No. 19594), resulting in proceeds to Ohio 
Power of more than $70,000,000. Ohio Power states that 
under such circumstances, it does not believe that it will 
need the $150,000,000 short term borrowing authority 
previously sought in this proceeding. Accordingly, Ohio 
Power has requested that its application be deemed 
withdrawn. 


Upon the basis of the facts in the record, it is found that said 
application, as amended, should be permitted to be 
withdrawn. 


IT |S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that the application, as amended, 
filed in this proceeding be, and it hereby is, deemed 
withdrawn, effective forthwith. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9364/July 23, 1976 


In the Matter of 


VARIABLE ANNUITY ACCOUNT E OF AETNA 
VARIABLE ANNUITY LIFE INSURANCE COMPANY 


and 


AETNA VARIABLE ANNUITY LIFE 
COMPANY 

151 Farmington Avenue 

Hartford, Connecticut 06156 


INSURANCE 


(812-3969) 


NOTICE OF APPLICATION PURSUANT TO SECTION 11 OF 
THE ACT FOR APPROVAL OF OFFERS OF EXCHANGE 
AND PURSUANT TO SECTION 6(c) OF THE ACT FOR AN 
ORDER OF EXEMPTION FROM SECTIONS 27(a)(3), 26(a) 
AND 27(c)(2). 


NOTICE IS HEREBY GIVEN that Variable Annuity Account E 
of AEtna Variable Annuity Life Insurance Company (‘’Ac- 
count E’’), registered under the Investment Company Act of 
1940 (‘Act’) as a unit investment trust, and AEtna Variable 
Annuity Life Insurance company (‘AEtna Variable’), an 
Arkansas stock life insurance company (sometimes 
hereinafter referred to as “Applicants’’) filed an application 
on June 16, 1976, and an amendment therto on July 20, 
1976, pursuant to Section 11 of the Act for approval of 
offers of exchange and pursuant to Section 6(c) of the Act 
for an order of exemption from Sections 27(a)(3), 26(a) and 
27(c)(2). All interested persons are referred to the applica- 
tion and amendment on file with the Commission for a state- 
ment of the representations therein which are summarized 
below. 


AEtna Variable is a wholly-owned subsidiary of AEtna Life 
and Casualty Company, a Connecticut corporation. Account 
E is a separate account of AEtna Variable established in 
1975 pursuant to the insurance laws of Arkansas for the 
purpose of holding reserves attributable to certain variable 
annuity contracts. All amounts allocated to Account E will 
be invested, at the option of the contractowner, in shares of 
AEtna Variable Fund, Inc. (‘Fund’) and/or AEtna Variable 
Encore Fund, Inc. (‘Encore Fund’), both open-end manage- 
ment investment companies registered under the Act. 


AEtna Variable is registered as a broker-dealer under the 
Securities Exchange Act of 1934 and is principal un- 
derwriter for Account E. It is also registered as an invest- 
ment adviser under the Investment Advisers Act of 1940 
and, as such, acts as investment adviser to both the Fund 
and Encore. Fund. Applicants anticipate that Account E will 
be taxed as a separate entity for federal income tax purposes 
and will qualify as a regulated investment company under 
the provisions of Subchapter M of the Internal Revenue 
Code of 1954, as amended (‘Code’). 


Applicants have filed a registration statement under the 
Securities Act of 1933 for certain group variable annuity 
contracts designated “Group Variable Fund Retirement Con- 
tracts” (hereinafter ‘“‘Contracts”). Such Contracts are de- 
signed for use with certain deferred compensation plans not 
eligible for the tax preferred treatment of Subchapter D, Part 
1, of the Code, and are available only to governmental and 
certain other tax-exempt organizations. The Contracts are of 
two types—installment purchase payment Contracts 
(“Installment Payment Contracts”) and Contracts issued for 
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stipulated amounts of $5,000 or more consisting of all or 
part of the assets held by the contractowner pursuant to a 
previously established plan. 


Installment Payment Contracts provide for (1) a deduction of 
1% from each installment purchase payment made on behalf 
of a participant as the premium for an insurance rider where, 
at the option of the contractowner, a _ pre-retirement 
munimum death benefit guarantee has been purchased with 
respect to an individual account, (2) a deduction for any 
applicable premium taxes where such taxes are assessed at 
the time the purchase payment is made, and (3) a deduction 
of 6% of the balance of such payment for sales and ad- 
ministrative expenses. Applicants presently anticipate that 
premuim taxes will be deducted from individual accounts at 
the time annuity payments commence, however, AEtna 
Variable reserves the right to make a deduction from 
purchase payments should such taxes be assessed by the 
applicable jurisdiction at the time purchase payments are 
made. A daily deduction equivalent to 1.25% on an annual 
basis will be made from the value of the variable portion of 
each Contract for mortality and expense risks, and termina- 
tion of an Installment Payment Contract wiil be subject to a 
termination fee of 2% where the contractowner elects to ter- 
minate the Contract before five years’ purchase payments 
have been made and to a termination fee of .2% thereafter. 


The owner of a Contract may elect to have the assets at- 
tributable to a participant's individual account invested in 
Fund shares or Encore Fund shares transferred to the other 
fund or transferred to the Company's general account for ac- 
cumulation on a fixed basis without any charge in connec- 
tion therewith. A transfer cannot be elected until after three 
months have elapsed since the date of the establishment of 
such individual account or the date of a prior transfer with 
respect to such account. Moreover, the amount to be 
transferred may not be less than $500, and if the amount 
requested for transfer would result in less than $500 in- 
vested in either fund, the Company may transfer the total 
amount invested in such fund. Amounts accumulating on a 
fixed basis may not be transferred to any other investment 
medium for the purpose of accumulation. Upon a par- 
ticipant’s retirement, the contractowner may elect to have 
the accumulated value of an individual account, regardless 
of how accumulated, applied to provide a variable annuity 
with payments varying once each year, a fixed annuity, or a 
combination of both, provided that the first monthly pay- 
ment to be made on each basis would be at least $20. Only 
Fund shares can be used as an investment medium for 
variable payments during the annuity payment period, and 
assets invested in shares of Encore Fund prior to the annuity 
commencement date will be invested in Fund shares unless 
the contractowner directs that such assets be transferred to 
the general account. 


Section 17 


Section 11(a) of the Act makes it unlawful for any registered 
open-end company or principal underwriter therefor to make 
an offer to the holder of a security of such company or of any 
other open-end investment company to exchange his securi- 
ty for a security in the same or another such company on any 
basis other than the relative net asset values of the respec- 
tive securities to be exchanged, unless the terms of the offer 
have first been submitted to and approved by the Commis- 
sion. Section 11(c) provides that, irrespective of the basis of 
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exchange, the provisions of Section 1 1(a) shall be applicable 
to any type of offer of exchange of the securities of 
registered unit investment trusts for the securities of any 
other investment company. 


Applicants request an order pursuant to Section 11 to per- 
mit with respect to a participant's individual account (1) the 
transfer of assets invested in Fund shares or Encore Fund 
shares to the other fund not more frequently than once in 
any three month period and (2) the transfer of assets to the 
Fund from Encore Fund in connection with the contrac- 
towner's election to have annuity payments made on a 
variable or fixed and variable basis. Applicants state that the 
transfer provisions are consistent with the policies of Sec- 
tion 11(a) and (c). According to Applicants, the principal 
abuse at which Section 1 1(a) is directed will not be present 
since no charge will be assessed in connection with the 
transfers permitted under the Contracts, and there is no ele- 
ment of unfairness involved. Applicants state that the main 
reason for the transfer provisions is to allow a contract- 
Owner to modify the prior allocation of purchase payments 
on behalf of a participant between investment media in light 
of the participant's personal changing needs and evolving 
economic conditions, that the transfer provisions are de- 
signed to afford greater flexibility in the selection of invest- 
ment media under the Contracts, and that such provisions 
will benefit contractowners and participants. 


Applicants further request an order pursuant to Section 11 
to permit amounts accumulated under a Contract on behalf 
of a participant to be transferred to an individual annuity 
contract without any charge by the Company in connection 
therwith. The individual contract will be of the type being 
issued by the Company for this class of individual at the time 
of the transfer, and such contract will be deemed to have 
been outstanding for the lesser of the number of full years 
the participant has been in the plan or the Contract has been 
in force. According to Applicants, the right to transfer 
amounts to an individual contraci is available only for a par- 
ticipant who is terminating his participation under an 
employer's plan and is normally utilized only in connection 
with an employee's change of employer. Applicants state 
that the transfer privilege is designed to permit an employee 
to have payments accumulated for his retirement under a 
single contract despite a change in employment. Applicants 
submit that since exercise of the transfer privilege is without 
charge, the requested order should be granted. 


Section 27(a)(3) 


Section 27(a)(3) of the Act provides that no registered in- 
vestment company issuing periodic payment plan cer- 
tificates and no depositor of or underwiter for such company 
may sell any such certificate if the amount of sales load 
deducted from any one of the first twelve monthly payments 
exceeds proportionately the amount deducted from any 
other subsequent payment. Rule 27a-2 provides an exemp- 
tion from the prohibitions of Section 27(a)(3) for certain 
registered separate accounts and depositors of and un- 
derwriters for such accounts provided that the proportionate 
amount of sales load deducted from any payment under a 
variable annuity contract participating therein does not ex- 
ceed the proportionate amount deducted from any prior pay- 
ment thereunder. 


As noted above, the Installment Payment Contracts provide 
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for a 6% deduction from each purchase payment made on 
behalf of a participant for sales and administrative expenses 
which is assessed on the balance of the payment remaining 
after a 1% deduction for the minimum death benefit 
guarantee, where elected. 


In addition, the net payment against which the 6% deduction 
is applied may be further reduced by deductions for 
applicable premium taxes where such taxes are assessed at 
the time purchase payments are made. Accordingly, the 
deduction from purchase payments for sales and ad- 
ministrative expenses may vary as a percentage of the total 
purchase payment depending upon the election or termina- 
tion of the optional minimum death benefit guarantee or any 
change in applicable premium taxes or in the manner of 
assessing same. Such factors may cause the amount 
deducted from any purchase payment for sales and ad- 
ministrative expenses to exceed proportionately the amount 
deducted from a prior payment. Thus, a termination of the 
optional minimum death benefit guarantee or a decrease in 
the percentage deduction for applicable premium taxes 
where such taxes have been assessed at the time a purchase 
payment is made will cause the amount deducted for sales 
and administrative expenses, as a percentage of the total 
purchase payment, to exceed the amount deducted from the 
preceding payment. 


Applicants state that the variation in the deductions for sales 
and administrative expenses as a percentage of total 
purchase payments results from assessing the 6% deduction 
against the payment net of other deductions. Applicants 
assert that the purpose of assessing such deduction against 
the net payment remaining after other deductions is to avoid 
assessing a charge against amounts deducted for other pur- 
poses. In addition, Applicants assert that assessing such 
percentage deduction against the net payment provides for 
lower total deductions than would result if such percentage 
deduction were assessed on the basis of the total purchase 
payment. 


Applicants assert that an exemption would not conflict with 
the purposes of Section 27(a)(3) which was designed to pre- 
vent abuses in connection with complicated sales load 
schedules. 


Accordingly, Applicants request an exemption from Section 
27(a)\(3) to permit the variations in the proportionate 
amounts deducted for sales and administrative expenses as 
described hereinbefore. 


Section 26(a) and 27(c)(2) 


Section 27(c)(2) prohibits a registered investment company 
or any depositor of and underwriter for such trust from sell- 
ing periodic payment plan certificates unless the proceeds of 
all payments, other than amounts deducted for sales load, 
are deposited with a qualified bank as trustee or custodian 
and held under an indenture or agreement containing, tn 
substance, the provisions required by Sections 26(a)(2) and 
26(a)(3) of the Act for a unit investment trust. 


Applicants assert that AEtna Variable is subject to extensive 
supervision and control by the Arkansas insurance 
regulatory authorities and that the supervision and inspec- 
tion to which it is subject are applicable to Account E so as 
to afford protection to variable annuity contractowners and 


provide assurance of performance by AEtna Variable of its 
obligations to such owners. Applicants further assert that 
the assets of Account E attributable to variable annuity con- 
tracts are not chargeable with liabilities arising out of any 
other business AEtna Variable may conduct and that all 
obligations under the variable annuity contracts participating 
in Account E are general obligations of AEtna Variable which 
AEtna Variable may not abrogate. Applicants state that the 
Fund shares and Encore Fund shares issued to Account E 
will be held pursuant to an open account system and will not 
be represented by any transferable stock certificates which 
might require a trusteeship or custodianship for safekeeping 
purposes. Applicants assert that under the foregoing cir- 
cumstances the dangers of abandonment of Account E's 
assets or default with respect to the obligations to 
securityholders are remote. Applicants represent that the 
obligations undertaken by AEtna Variable, a regulated in- 
surance company, to the holders of such variable annuity 
contractholders, provide substantially the protection con- 
templated by the requirements of Section 27(c)(2). 


Accordingly, Applicants request exemption from Sections 
26(a) and 27(c)(2) to permit the sale of variable annuity con- 
tracts funded by Account E without depositing the net 
payments thereunder with a qualified bank. 


Applicants consent that the order granting exemption from 
Section 27(c)(2) may be’ subject to the conditions: (1) that 
the charges to variable annuity contract owners for ad- 
ministrative services shall not exceed such reasonable 
amounts as the Commission shall prescribe jurisdiction be- 
ing reserved for such purpose; and (2) that the payments of 
sums and charges out of the assets of Account E shall not be 
deemd to be exempted from regulation by the Commission 
by reason of the order, provided that Applicants’ consent to 
this condition shall not be deemed to be a concession to the 
Commission of authority to regulate the payments of sums 
and charges out of such assets other than charges for ad- 
ministrative services, and Applicants reserve the right in any 
proceeding before the Commission or in any suit or action in 
any court to assert that the Commission has no authority to 
regulate the payments of such other sums or charges. 


Section 6(c) 


Section 6(c) of the Act provides, in pertinent part, that the 
Commission may, by order upon application, conditionally or 
unconditionally exempt any person, security, or transaction, 
or any class or classes of persons, securities, or transactions, 
from any provision or provisions of the Act or of any rule or 
regulation under the Act, if and to the extent that such ex- 
emption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the-Act 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than August 17, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing thereon 
Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C 
20549. A copy of such request shall be served personally or 
by mail upon Applicants at the address stated above. Proof 
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of service (by affidavit or in the case of an attorney-at-law by 
certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following August 17, 
1976, unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders. issued in 
this matter, including the date of the hearing (if ordered) and 
any postponement thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9365/July 23, 1976 


In the Matter of 


NATIONAL MUNICIPAL TRUST, SPECIAL TRUSTS, 
FIRST COMBINED INTERMEDIATE/DISCOUNT 
SERIES AND SUBSEQUENT AND SIMILAR SERIES 
c/o Thomson & McKinnon Auchincloss 

Kohimeyer Inc. 

One New York Plaza 

New York, New York 10004 


(812-3971) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) 
FOR ORDER GRANTING EXEMPTION FROM SECTIONS 
14(a) AND 22(d) AND RULES 19b-1 AND 22c-1 


NOTICE IS HEREBY GIVEN that National Municipal Trust, 
Special Trusts, First Combined Intermediate/Discount Series 
and Subsequent and Similar Series (‘Applicant’), a unit in- 
vestment trust registered under the Investment Company 
Act of 1940 ("’Act’’), filed an application on June 22, 1976, 
pursuant to Section 6(c) of the Act for exemption from the 
provisions of Sections 14(a) and 22(d) of the Act and Rules 
19b-1 and 22c-1 under the Act. Ail interested persons are 
referred to the application on file with the Commission for a 
statement of the representations therein, which are sum- 
marized below. 


Applicant is a registered unit investment trust, to be orga- 
nized under the laws of the State of New York. It is presently 
intended that the United States Trust Company of New York 
will act as Trustee of Applicant (“Trustee”) pursuant to a 
trust agreement (‘Trust Agreement’) between the Trustee 
and Thomson & McKinnon Auchincloss Kohlmeyer Inc. and 
Piper, Jaffray & Hopwood Incorporated as Sponsors, or with 
additional or succeeding Sponsors (“Sponsors”), and that 
Standard & Poor's Corporation will serve as Evaluator with 
respect to each Series of Applicant (all of which Series are 
hereinafter sometimes collectively referred to as the 
“Funds” or individually as a ‘’Fund’’). 
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Pursuant to the Trust Agreement for each Series of Appli- 
cant, the Sponsors will deposit with the Trustee not less 
than $3,000,000 principal amount of tax-free municipal 
bonds (‘Bonds’), which the Sponsors shall have ac- 
cumulated for such purpose. The Bonds will be deposited in 
one or more trusts (the ‘‘Trusts’) created under the Trust 
Agreement, units of beneficial interest of which Trusts will 
be offered to the public pursuant to the prospectus. 
Simutaneously with such deposit the Sponsors will receive 
from the Trustee registered certificates representing not less 
than 3,000 Units allocated among the Trusts in proportion 
to the aggregate principal amount of Bonds in each, which 
will represent the entire ownership of the Trusts and the 
Series. 


Each Trust in each Fund will consist of Bonds, such bonds as 
may continue to be held from time to time in exchange or 
substitution for any of the Bonds upon certain refundings, 
accrued and undistributed interest and undistributed cash. 
Certain of the Bonds may from time to time be sold under 
the special circumstances set forth in the Trust Agreement 
or may be redeemed or may mature in accordance with their 
terms. The proceeds form such, dispositions will be dis- 
tributed to Unit holders and not reinvested. There is no 
provision in the Trust Agreement for the Fund or any of the 
Trusts created thereunder, and there will be no provision in 
the Trust Agreement for any future Series, for the sale and 
reinvestment of the Bonds, and such activity will not take 
piace. Reference is made to the Trust Agreement and to the 
Prospectus for the Fund for a full explanation of the opera- 
tion of the Fund. 


Each Unit for a particular Trust of any Fund will represent a 
fractional undivided interest in that Trust of that Fund. Units 
will be redeemable. In the event that any Units shall be 
redeemed, the denominator of the fraction will be reduced 
and the fractional undivided interest represented by each 
Unit increased. Units will remain outstanding until redeemed 
or until the termination of the Trust Agreement. The Trust 
Agreement may be terminated with respect to any Trust by 
agreement of a specified percentage of the holders of Units 
of the Trust; or, in the event that the value of the Bonds ina 
Trust shall fall below a specified amount, either upon direc- 
tion of the Sponsors to the Trustee or by the Trustee without 
such direction, respectively. There is no provision in the 
Trust Agreement for the Fund, and there will be no provision 
in the Trust Agreements for future Funds, for the issuance of 
any Units of any Trust after the initial offering of Units (ex- 
cept to the extent that the secondary trading by the Spon- 
sors in the Units is deemed the issuance of Units under the 
Act) and such activity will not take place. 


Following the deposit of Bonds for each Fund by the Spon- 
sors with the Trustee, and following the declaration of effec- 
tiveness of that Fund's registration statement under the 
Securities Act of 1933 and clearance by the securities 
authorities of various States, the Sponsors will offer the 
Units of the Trusts comprising that Fund to the public at the 
public offering prices set forth in the prospectus. The public 
offering prices are based upon the aggregate offering side 
evaluation of the underlying Bonds in the Trust portfolio, 
plus a sales charge. The amount of the sales charge will vary 
from Trust to Trust. 


Combined Units (composed of equal protions of Units from 
each Trust) will be offered during the initial offering period at 
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a Combined Units Public Offering Price which is computed 
by adding to the sum of the per unit offering side evaluation 
of the Bonds in the portfolios of each Trust a sales charge 
which is slightly less than the average of the sales charges 
applicable to the Units of the Trusts if purchased separately. 
Combined Units will not be offered beyond the initial offer- 
ing period. 


It is the purpose of each Fund to provide a diversified invest- 
ment. The Applicant alleged that the multiple trust concept 
is utilized to permit investors to select different maturities 
and portfolios and/or diversify among maturities and port- 
folios. In the opinion of counsel, none of the Trusts of the 
Funds will be associations taxable as corporations under the 
Internal Revenue Code and to the extent that income of any 
Fund consists of interest excludable from gross income un- 
der the Internal Revenue Code such income is excludable 
from the gross income of the Unit holders when distributed 
to them. 


All of the Bonds will be tax-free municipal Bonds. For the 
First Combined Intermediate/Discount Series, Applicant will 
purchase Bonds for the Discount Trust portion at prices 
which will result in the portfolio for the Discount Trust as a 
whole being purchased at a deep “market” discount. Appli- 
cant intends in the future to offer Units of a Series for sale to 
the public separately or, at reduced sales charges, on an un- 
derwritten basis in conjunction with shares of American 
Mutual Fund, Inc., a registered open-end management com- 
pany. For these purposes, an application for exemption from 
the provisions of Section 22(d) of the Investment Company 
Act of 1940 was previously filed and an order granting the 
exemption was issued on December 30, 1975 (IC Rel. No. 
9105). 


While the Sponsors are not obligated to do so, it is their pre- 
sent intention to maintain a secondary market for Units of 
the Applicant and continuously to offer to purchase such 
Units at prices in excess of the redemption prices as set 
forth in the Trust Agreement. In the absence of such a 
market, investors may be able to dispose of their Units only 
by redemption. 


Section 14(a) 


Section 14(a) of the Act, in substance, provides that no 
registered investment company and no principal underwriter 
for such a company shall make a public offering of securities 
of which such company is the issuer unless (1) the company 
has a net worth of at least $100,000; (2) at the time of a 
previous public offering it had a net worth of $100,000; or 
(3) provision is made that a net worth of $100,000 will be 
obtained from not more than twenty-five responsible per- 
sons within ninety days, or the entire proceeds received, in- 
cluding sales charge, will be refunded. 


Applicant asserts that Section 14(a) of the Act is intended to 
limit the formation of undercapitalized investment com 
panies. Applicant states that it is intended that each Series, 
at the date of deposit and before any Unit is offered to the 
public, will have a net worth far in excess of $100,000, that 
the Sponsors intend to sell all Units to the public at offering 
prices disclosed in the prospectus for such Series, that it is 
intended that a secondary market for the Units be main- 
tained, and that interest rates and other applicable informa- 


tion concerning the underlying Bonds will be disclosed in the 
Prospectus. 


The Sponsors have agreed to the requested exemption being 
subject to the condition that they will refund, on demand 
and without deduction, all sales charges paid by purchasers 
of Units in the initial public offering of a Series if, within 90 
days from the time that the Registration Statement relating 
to such Series becomes effective, either (i) the net worth of 
such Series shall be reduced to less than $100,000, or (ii) 
such Fund shall have been terminated. The Sponsors have 
further agreed to instruct the Trustee on the date of deposit 
of each Series that in the event that redemption by the 
Sponsors of Units constituting a part of the unsold Units of a 
Trust of any Series shall result in that Trust having a net 
worth of less than $500,000, the Trustee shall terminate 
such Trust in the manner provided in the Trust Agreement 
and distribute any municipal bonds or other assets deposited 
with the Trustee in connection with such Trust pursuant to 
the Trust Agreement as provided therein. 


Section 22(d) 


Section 22(d), in pertinent part, prohibits registered invest- 
ment companies, underwriters and dealers from selling 
redeemable securities other than at a current public offering 
price described in the prospectus. Applicant seeks an ex- 
emption from the provisions of Section 22(d) to the extent 
that the offering price for Combined Units of Units of the 
Trusts of a Fund during the initial offering period as de- 
scribed above and in the prospectus may be in conflict with 
such Section. 


Applicant asserts that the reduction in net sales charge 
applicable to the purchaser of Combined Units results in a 
savings to such purchaser over the cost of such Units 
purchased separately, is fully disclosed and available to all 
purchasers of Units during the initial offering period, and 
represents sound business practice on the part of the Spon- 
sors. Applicant represents that the granting of the aforesaid 
exemption is necessary and appropriate in the public interest 
and consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the Act. 


Rule 19b-1 


Rule 19b-1(b) provides, in part, that no registered invest- 
ment company which is not a “regulated investment com- 
pany’ as defined in Section 851 of the Internal Revenue 
Code shall make more than one distribution of long-term 
capital gains in any one taxable year of such investment 
company 


Applicant proposes to make monthly distributions of prin- 
cipal and interest to Unit holders of a Series. Distributions of 
principal constituting capital gains to Unit holders may arise 
in two instances: (1) if an issuing authority calls or redeems 
an issue held in the portfolio, the sums received by Applicant 
will be distributed to Unit holders on the next distribution 
date: and (2) if bonds are sold in order to provide funds 
necessary to meet redemptions. 


Applicant states that the dangers against which Rule 19b-1 
is intended to guard will not exist in connection with any 
Series of Applicant, because neither Applicant nor the Spon- 
sors has control over the events which could trigger capital 


SEC DOCKET/125 








gains. Applicant seeks to make a combined distribution of 
principal, including capital gains, and interest each month, 
and states that any capital gains in such distribution will be 
clearly indicated as such in accompanying reports to Unit 
holders. In addition, it is alleged that the amounts involved in 
a normal distribution of principal will be relatively small in 
comparison to the normal interest distribution. 


Paragraph (b) of Rule 19b-1 provides that a unit investment 
trust may distribute capital gain dividends received from a 
“regulated investment company” within a reasonable time 
after receipt. Applicant states that the purpose behind such 
provision is to avoid forcing unit investment trusts to ac- 
cumulate valid distributions received throughout the year 
and distribute them only at year end. Applicant further 
alleges that its situation places it squarely within the pur- 
pose of such provision. In order to comply with the literal 
requirements of the Rule, however, Applicant would be 
forced to hold any monies which would constitute capital 
gains upon distribution until the end of its taxable year. 
Applicant contends that such a practice would clearly be to 
the detriment of the Unit holders. 


Rule 22c-1 


Rule 22c-1 provides, in part, that redeemable securities of 
registered investment companies may be sold, redeemed, or 
repurchased at a price based on the current net asset value 
(computed on each day during which the New York Stock 
Exchange is open for trading not less frequently than once 
daily as of the time of the close of trading on such Exchange) 
which is next computed after receipt of a tender of such 
security for redemption or of an order to purchase or sell 
such security. 


Applicant states that the Rule has two purposes: (1) to 
eliminate or to reduce any dilution of the value of outstand- 
ing redeemable securities of registered investment com- 
panies which would occur through the redemption or 
repurchase of such securities at a price above their net asset 
value or the sale of such securities at a price based on a 
previously established net asset value which would permit a 
potential investor to take advantage of an upswing in the 
market and the accompanying increase in the net asset 
value of the securities; and (2) to minimize speculative 
trading practices in the securities of registered investment 
companies. 


Applicant represents that the Sponsors, while not obligated 
to do so, intend to maintain a market for the Units and con- 
tinuously to offer to purchase Units at prices in excess of 
redemption prices. For purposes of the secondary market 
transactions, an evaluation will only be made once each 
week. 


Applicant asserts that the sale and repurchae of Units of the 
Applicant in the secondary market cannot dilute the value of 
outstanding securities. Such sales and repurchases will be 
made only by the Sponsors and not the Trustee and in no 
way involve the assets of any Fund. Applicant also asserts 
that, because of the nature of the bonds in the portfolios, 
price changes are limited. Thus, the movement in the 
municipal bond market is not sufficient to make speculation 
in an interest in a group of bonds ordinarily profitable. 


Applicant claims that public Unit holders benefit from the 
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Sponsors’ pricing procedure in the secondary market, 
because they receive a normally higher repurchase price for 
their units without the cost burden of daily evaluations of the 
Unit redemption value. Moreover, the application states that 
the Sponsors have undertaken to adopt a_ procedure 
whereby the Evaluator, without a formal evaluation, will 
provide the Sponsors with estimated evaluations on trading 
days. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may conditionally or unconditionally exempt any per- 
son, security, or transaction, or any class or classes of per- 
sons, securities, or transactions from any provisions of the 
Act or of any rule or regulation under the Act, if and to the 
extent such exemption is necessary or appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 17, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing thereon 
Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C 
20549. A copy of such request shall be served personally or 
by mail upon Applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the re- 
quest. At any time after said date, as provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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and 
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ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM SECTION 
17(a) OF THE ACT 


On July 2, 1976, a notice was issued (Investment Company 
Act Release No. 9339) of an application filed on May 7, 
1976, and an amendment thereto on June 11, 1976, by The 
Fore Fund, Inc. (‘Fore’), and The Partners Fund, Inc. 
(“Partners’’), (collectively referred to as Applicants’), both 
Maryland corporations registered as diversified, open-end, 
management investment companies under the Investment 
Company Act of 1940 ("‘Act’’), for an order pursuant to Sec- 
tion 17(b) of the Act exempting from Section 17(a) of the 
Act a proposed merger of Fore into Partners. The notice 
gave interested persons an opportunity to request a hearing 
and stated that an order disposing of the application would 
be issued as of course unless a hearing should be ordered. 
No request for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found, on the basis 
of the information contained in the application, that the 
terms of the proposed transaction are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned and that the proposed transaction is consistent 
with the policies of Applicants and with the general pur- 
poses of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, that 
the proposed merger of Fore into Partners be, and is hereby, 
exempted from the provisions of Section 17(a) of the Act 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9367/July 27, 1976 


In the Matter of 

THE INCOME FUND OF AMERICA, INC. 

and 

AMERICAN INCOME INVESTMENTS, INC. 

611 West Sixth Street 

Los Angeles, California 90017 

(812-3913) 

ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM THE 
PROVISIONS OF SECTION 17(a) OF THE ACT 


The Income Fund of America, Inc. (IFA), and American In- 


come Investments, Inc. (“AMINC”), both open-end, diver- 
sified, management investment companies registered under 
the Investment Company Act of 1940 (‘Act’), filed an 
application on February 13, 1976, and amendments thereto 
on June 24, 1976, and July 1, 1976, pursuant to Section 
17(b) of the Act for an order of the Commission exempting 
from the provisions of Section 17(a) of the Act a proposed 
merger of AMINC into IFA. 


On July 2, 1976, a notice (Investment Company Act Release 
No. 9341) was issued of the filing of said application. The 
notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application 
would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
terms of the proposed transaction are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned, and that the proposed transaction is consistent 
with the policies of IFA and AMINC and with the general 
purposes of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, that 
the proposed merger of AMINC into IFA be, and hereby is, 
exempted from the provisions of Section 17(a) of the Act. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9368/July 27, 1976 


in the Matter of 
AMERICAN SPECIAL FUND, INC. 
and 


THE GROWTH FUND OF AMERICA, INC. 
611 West Sixth Street 
Los Angeles, California 90017 


(812-3984) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
EXEMPTING PROPOSED TRANSACTION FROM THE 
PROVISIONS OF SECTION 17(a) OF THE ACT PURSUANT 
TO SECTION 17(b) OF THE ACT. 


NOTICE IS HEREBY GIVEN that American Special Fund, 
Inc. (‘AMSPC"), and The Growth Fund of America, Inc. 
(“GFA”) (‘Applicant(s)’’), both open-end, diversified, 
management investment companies registered under the 
Investment Company Act of 1940 (‘Act’), have filed an 
application on July 9, 1976, and amendments thereto on 
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July 16, 1976, and July 21, 1976, for an order pursuant to 
Section 17(b) of the Act exempting a proposed merger of 
AMSPC into GFA from the provisions of Section 1 7(a) of the 
Act. All interested persons are referred to the application on 
file with the Commission for a statement of the represen- 
tations contained therein, which are summarized below. 


According to the application, AMSPC was incorporated in 
the State of Delaware on July 10, 1967, and, on June 30, 
1976, had 4,695,845 shares outstanding and net assets of 
$28,906,402; GFA was incorporated in the State of 
Delaware on October 31, 1958, and, on June 30, 1976, had 
3,154,651 shares outstanding and net assets of $15,508.- 
040. 


Applicants state that they have entered into an Agreement 
and Plan of Merger (‘Agreement’) pursuant to which 
AMSPC will be merged into GFA and the separate existence 
of AMSPC will cease, and that, on the effective date of the 
merger, all of the assets, liabilities, rights, privileges, powers, 
duties and obligations of AMSPC shall be transferred to GFA 
pursuant to the Agreement. 


Applicants submit, in part, the following information regar- 
ding the terms of the Agreement. To become effective, the 
Agreement requires the affirmative vote of at least a majori- 
ty of the outstanding shares of each of the Applicants; the 
merger is also contingent upon certain conditions precedent 
set forth in the Agreement, including (1) the receipt of either 
a ruling from the Internal Revenue Service, or opinions of the 
Applicants’ respective legal counsel, to the effect that the 
merger will constitute a tax-free reorganization, and (2) the 
issuance of the order requested herein and any other orders 
of federal and state authorities as may be necessary. The 
Agreement is said to contain customary representations and 
warranties by each of the Applicants, the truth and cor- 
rectness of which are also conditions precedent to the con- 
summation of the merger. Applicants further submit that 
each Applicant shall distribute to its shareholders substan- 
tially all of its net taxable income for the fiscal year through 
the effective date of the merger. 


Applicants state that a meeting of shareholders of AMSPC 
has been scheduled to take place on August 24, 1976; that 
GFA’s shareholders approved the proposed merger on June 
29, 1976; and that the effective date of the transaction is 
stated in the Agreement as August 31, 1976, but that, 
however, the effective date can be any other date that is 
agreed to in writing by the Applicants. 


The application states that, if the merger is consummated, 
the outstanding shares of AMSPC held of record by each 
shareholder of AMSPC will be converted into that number of 
full and/or fractional shares of GFA which when multiplied 
by the net asset value per share of such shares of GFA shall 
have an aggregate net asset value equal to the aggregate 
net asset value of such shareholder's former interest in 
AMSPC, and that the net asset value of the shares of com- 
mon stock of GFA and AMPSC at the effective time of the 
merger shall be the net asset values of each Fund deter- 
mined in the manner described in their current prospectuses 
as of the close of the New York Stock Exchange on the day 
of the effective time of the merger or, if the Exchange is not 
open on that date, on the last preceding day on which the 
Exchange is open. 
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The respective tax positions of the Applications are set forth 
in the application as follows. As of June 30, 1976, AMSPC 
has total net assets of approximately $28,906,402, and a 
total capital loss carry-over of approximately $31,000,000 
of which $9,000,000, $14,000,000, $4,000,000 may be 
used to offset capital gains realized during the five year 
periods ending August 31, 1976, 1978, 1979, and 1980, 
respectively. As of June 30, 1976, GFA had total net assets 
of $15,508,040, and a total capital loss carryover of ap- 
proximately $16,700,000 of which $900,000, $9,200,000, 
$4,100,000 and $2,500,000 may be used to offset capital 
gains realized during the five year periods ending October 
31, 1977, 1978, 1979 and 1980, respectively. On June 30, 
1976, AMSPC had net unrealized gains of $1,836,599 and 
net realized losses of $642,477, and GFA had net unrealized 
gains of $2,609,498 and realized gains of $547,350. 


The Applicants have agreed that no adjustment need be 
made in the computation of their respective net asset values 
to reflect any potential income tax impact on their 
shareholders which might result from differences in propor- 
tionate amounts of realized and unrealized capital gains or 
losses in their respective portfolios. Applicants assert that 
the actual impact of capital loss carryovers and current net 
unrealized gains or losses is not readily determinable and 
largely would be a matter of speculation, and that any such 
impact would depend on many different factors, including 
each individual shareholder's personal tax status. 


Applicants submit that the primary investment objective of 
each of them is growth of capital; that each of them normal- 
ly invests in equity securities with a major portion of their in- 
vestments in common stocks; and that their investment 
restrictions are substantially similar in content. Applicants 
state, however, that GFA, whose fundamental investment 
restrictions will be those of the surviving company, may not 
purchase any securities the resale of which is subject to 
restrictions, or for which there is no readily available market, 
while AMSPC is permitted to invest up to 10% of its assets 
in such securities. Applicants further state that AMSPC does 
not presently hold any such securities. 


Applicants state that the portfolio of AMSPC will continually 
be reviewed to ascertain that all securities held by AMSPC 
are compatible with GFA’s investment objective, and that, 
should any security held by AMSPC be deemed to be incom- 
patible with that objective, it will be sold prior to the merger. 


Capital Research and Management Company (‘CRMC’), the 
investment adviser of each of the Applicants, owns ap- 
proximately 13,363 shares of GFA. CRMC, a subsidiary of 
The Capital Group, Inc., agreed to enter into a new invest- 
ment advisory and service agreement with GFA, which 
agreement became effective on July 1, 1976. That new 
agreement was entered into a time when there was con- 
templation of the possibility that GFA, and others of the in- 
vestment companies served by CRMC as investment ad- 
viser, might become parties to merger proposals. 


Section 17(a) of the Act, in part, provides that it shall be un- 
lawful for any affiliated person of a registered investment 
company, or an affiliated person of such a person, acting as 
principal, knowingly to sell or purchase from such registered 
investment Company any security or other property, except 
securities of which such investment company is the issuer. 
Since CRMC acts as an investment adviser to each of the 
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Applicants, they might be deemed to be under common con- 
trol and, therefore, affiliated persons of each other, for pur- 
poses of Section 17(a). 


The Applicants contend that they are not affiliated persons 
of each other,-or affiliated persons of affiliated persons of 
each other, as defined by the Act. They state that they have 
only one common director; that the majority of the members 
of their respective Boards of Directors are not ‘‘interested 
persons’ as defined in the Act; that they have no common 
officers with the exception of one individual; and that neither 
of them owns any of the outstanding shares of the other. 


The Applicants are also of the opinion that they are not af- 
fillated persons of each other by reason of having a common 
investment adviser. The Applicants state that they have filed 
this application to avoid any questions being raised under 
Section 17(a) of the Act with respect to the merger describ- 
ed herein. 


Section 17(b) of the Act provides, in part, that the Commis- 
sion, upon application, shall exempt a proposed transaction 
from the provisions of Section 17(a) if evidence establishes 
that the terms of the proposed transaction, including the 
consideration to be paid or received, are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned, and that the proposed transaction is consistent 
with the policy of each registered investment company con- 
cerned and with the general purposes of the Act. 


Applicants submit that the terms of the proposed transac- 
tion are fair and reasonable and do not involve overreaching 
on the part of any person concerned, in that shares of GFA 
will be issued for the shares of AMSPC on the basis of their 
respective net asset values. Applicants further submit that 
the transaction is consistent with the policies of each of 
them. Applicants are of the opinion that their shareholders 
will benefit from the spreading over their combined assets of 
certain relatively fixed expenses, such as certain (currently 
duplicated) expenses relating to: 


(i) auditing, accounting, and legal services: (ii) the 
qualification of shares for sale in the various jurisdic- 
tions where shares are sold; (iii) preparation and prin- 


ting of shareholder reports, prospectuses and proxy 
materials; and (iv) possible further savings in custo- 
dian fees and other expenses. It is estimated by the 
Applicants that their combined expenses in the twelve 
months ending April 30, 1976, assuming that GFA’s 
current investment advisory and service agreement 
had been in effect throughout the period, would have 
been reduced by more than $55,000 if the Applicants 
has been combined during that period. Applicants 
further assert that the increased size of the combined 
fund also would provide it with certain other strengths 
and flexibilities, including somewhat greater invest- 
ment flexibility with respect to portfolio transactions 
It is also expected by Applicants that the combined 
fund will benefit from the resulting concentration of 
marketing effort 


It is proposed that each Applicant will bear its own expenses 
in connection with this merger. Such expenses are es- 
timated by Applicants to be $68,000 in the aggregate, of 
which AMSPC will bear $40,000 and the remainder of ap 
proximately $28,000 will be borne by GFA. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 20, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon the Applicants, c/o 
Thomas E. Terry, Esq., at the address above. Proof of such 
service (by affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as a course following said date, 
unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission's own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will ‘receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9369/July 27, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5729/July 27, 1976 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9370/July 28, 1976 


In the Matter of 

FAULKNER, DAWKINS & SULLIVAN, INC. 
and 

FDS MANAGEMENT CoO., INC. 

One New York Plaza 

New York, New York 10004 

812-3917 


Investment Company Act of 1940 
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ORDER PURSUANT TO SECTION Q(c) GRANTING 
EXEMPTION FROM SECTION 9(a) OF THE ACT 


The Commission on May 26, 1976 issued a Notice (Invest- 
ment Company Act Release No. 9306) of an Application by 
Faulkner, Dawkins & Sullivan, Inc. (FDS) and FDS 
Management Co.., Inc. (“Management”) for an Order of Ex- 
emption pursuant to Section 9(c) of the Investment Com- 
pany Act of 1940 (“Act”). This Application seeks an exemp- 
tion for FDS and Management from the provisions of Sec- 
tion 9(a) of the Act to the extent said section is applicable as 
a result of an injunction entered upon consent against FDS 
in an action entitled Securities and Exchange Commission v. 
Bausch & Lomb, Inc. (United States District Court for the 
Southern District of New York, 73 Civ. 2458). 


The Notice gave intersted persons an opportunity to request 
a hearing and stated an Order disposing of the Application 
might be issued upon the basis of the information stated 
therein unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not ordered 
a hearing. 


The Commission has considered the matter and finds that 
the prohibition of Section 9(a), as applicable to FDS and 
Management, would be unduly or disproportionately severe 
and the conduct of FDS and Management has been such as 
not to make it against the public interest or protection of in- 
vestors to grant the application. Accordingly, 


IT IS ORDERED, pursuant to Section 9(c) of the Act, that the 
Application for Exemption from the Provisions of Section 
9(a) of the Act, to the extent requested, be, and hereby is, 
granted, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9371/July 28, 1976 


In the Matter of 
STATE MUTUAL SECURITIES, INC. 
and 


STATE MUTUAL LIFE ASSURANCE COMPANY OF 
AMERICA 

440 Lincoln Street 

Worchester, Massachusetts 01605 


(812-3908) 
ORDER AMENDING EXISTING ORDER PURSUANT TO 


SECTION 17(d) OF THE ACT AND RULE 17d-1 
THEREUNDER 
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State Mutual Securities, Inc. (‘Fund’), registered under the 
Investment Company Act of 1940 (“Act’’) as a closed-end 
investment company, and State Mutual Life Assurance 
Company of America ("Insurance Company’), the Fund's in- 
vestment adviser, filed an application on February 3, 1976, 
and an amendment thereto on May 26, 1976, for an amend- 
ment to the Commission's order under Section 17(d) of the 
Act and Rule 17d-1 thereunder, dated February 12, 1973 
(Investment Company Act Release No. 7665), as corrected 
by an order dated February 27, 1973 (Investment Company 
Act Release No. 7698), such order as so amended being 
hereinafter referred to as the ‘Order’. The Order authorizes 
Insurance Company to invest concurrently with the Fund in 
each issue of securities purchased by the Fund at direct 
placement, subject to certain conditions specified in the 
Order. 


On June 28, 1976, a notice was issued (Investment Com- 
pany Act Release No. 9331) of the filing of the application. 
The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the par- 
ticipation of the Fund in the joint arrangement, as amended 
hereby, is consistent with the provisions, policies and pur- 
poses of the Act, and not on a basis different from or less ad- 
vantageous that that of the other participant. Accordingly, 


IT IS ORDERED, pursuant to Section 17(d) of the Act, and 
Rule 17d-1 thereunder, that paragraph (3) of the conditions 
contained in the Order is hereby amended to read as 
follows: 


(3) All securities which Insurance Company is 
prepared to purchase at direct placement and which 
would be consistent with the investment policies of 
Fund will be shared equally by the Insurance Company 
and Fund unless: 


(a) in the judgment of Fund's Board of Directors, con- 
curred in by a majority of those Directors who are not 
“interested persons’ (as defined in the Act) of In- 
surance Company or Colonial (i) 42% or more by value 
of the assets of Fund are invested, in accordance with 
the investment policies of Fund, in long-term debt 
obligations or preferred stocks purchased directly from 
the issuers or in equities acquired either in connection 
with such purchases or as a result of the exercise of 
rights or other options so acquired, (ii) there is insuf- 
ficient cash to make the investment, and (iii) the sale 
of portfolio securities of Fund to provide such cash is 
inadvisable; 


(b) the security to be so purchased is a long-term debt 
obligation or preferred stock without equity participa- 
tion; 


(c) the purchase by Fund would be inconsistent with 
the provisions of any Commission order granted on 
this Application or otherwise and then in effect: or 


(d) the Commission by order otherwise permits: 
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For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9372/July 28, 1976 


In the Matter of 


INVESTORS INCOME FUND, INC. 
910 Capitol Street 
Richmond, Virginia 23219 


(811-1060) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLARING 
THAT APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY. 


NOTICE IS HEREBY GIVEN that Investors Income Fund, Inc. 
(“Applicant”), registered under the Investment Company Act 
of 1940 (‘Act’) as a diversified, open-end management 
company, filed an application on June 7, 1976, for an order 
of the Commission, pursuant to Section 8(f) of the Act, 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations contained therein which 
are summarized below. 


Applicant was organized as a corporation under the laws of 
Delaware on February 15, 1961, and filed a notification of 
registration pursuant to Section 8(a) of the Act on or before 
May 19, 1961. 


The application states that on May 17, 1976, at a special 
meeting of shareholders the Applicant’s shareholders ap- 
proved an Agreement and Plan of Reorganization (‘Plan’), 
pursuant to which, on May 25, 1976, Applicant transferred 
substantially all of its assets to Monthly Income Shares, Inc. 
("MIS") in exchange for shares of MIS, which shares were 
thereupon distributed to the stockholders of Applicant as a 
liquidating dividend. 


Applicant represents that it is being dissolved as a Delaware 
corporation. Applicant represents that it has no assets other 
than $1,000 in cash retained for payment of wind-up 
liabilities and expenses. Any retained cash not required to be 
expended to pay such liabilities and expenses will be 
remitted to MIS, pursuant to the Plan. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, on its own motion or upon 
application, finds that a registered investment company has 
ceased to be an investment company, it shall so declare by 
order, which may be made upon appropriate conditions 'f 
necessary for the protection of investors, and upon taking 


effect of such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 23, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues, if any, of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or in case of 
an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided in Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9373/July 28, 1976 


In the Matter of 
FFV ACCUMULATION PLAN 


One Wall Street 
New York, New York 10005 


(811-1411) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLARING 
THAT APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY 

NOTICE IS HEREBY GIVEN that FFV Accumulation Plan 
(‘Applicant’), registered under the Investment Company Act 
of 1940 ("‘Act’’) as a unit investment trust, filed an applica- 
tion on June 14, 1976, for an order of the Commission, pur- 
suant to Section 8(f) of the Act, declaring that Applicant has 
ceased to be an investment company as defined in the Act. 
Ail interested persons are referred to the application on file 
with the Commission for a statement of the representations 
contained therein which are summarized below. 


Applicant was organized for the purpose of permitting the 
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purchase of shares of First Fund of Virginia, Inc. (“FFV"), a 
diversified, open-end management company registered un- 
der the Act, through periodic payments over a ten year 
period. Applicant filed a notification of registration pursuant 
to Section 8(a) of the Act on July 25, 1966. 


The application states that on October 17, 1974, the board 
of directors of First Virginia Management and Research Cor- 
poration, Applicant's sponsor and depositor, made a deci- 
sion to terminate all further sales of Applicant’s periodic pay- 
ment plans (‘Plans’), effective December 31, 1974. The 
application further states that on May 17, 1976, at a special 
meeting of shareholders the shareholders of FFV approved 
an Agreement and Plan of Reorganization (““Agreement’’), 
pursuant to which on May 25, 1976, substantially all of 
FFV's assets were acquired by New York Venture Fund, Inc. 
(“Venture”) in exchange for shares of Venture, which shares 
were. thereupon distributed to the stockholders of FFV as a 
liquidating dividend. Applicant represents that, as a result of 
this Agreement, all former holders of Applicant’s Plans are 
now shareholders of record of Venture. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission on its own motion or upon 
application, finds that a registered investment company has 
ceased to be an investment company, it shall so declare by 
order, which may be made upon appropriate conditions if 
necessary for the protection of investors, and upon taking 
effect of such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 23, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues, if any, of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or in case of 
an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided in Rule O-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9374/July 28, 1976 
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In the Matter of 


FIRST FUND OF VIRGINIA, INC. 
910 Capito! Street 
Richmond, Virginia 23219 


(811-1412) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLARING 
THAT APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY. 


NOTICE IS HEREBY GIVEN that First Fund of Virginia, Inc. 
(“Applicant’’), registered under the Investment Company Act 
of 1940 (‘Act’) as a diversified, open-end management 
company, filed an application on June 7, 1976, for an order 
of the Commission, pursuant to Section 8(f) of the Act, 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations contained therein which 
are summarized below. 


Applicant was organized as a corporation under the laws of 
Virginia on July 19, 1966, and filed a notification of registra- 
tion pursuant of Section 8(a) of the Act on July 24, 1966. 


The application states that on May 17, 1976, at a special 
meeting of shareholders the Applicant’s shareholders ap- 
proved an Agreement and Plan of Reorganization (“Plan’’), 
pursuant to which, on May 25, 1976, Applicant transferred 
substantially all of its assets to New York Venture Fund, Inc. 
(“Venture”), in exchange for shares of Venture, which shares 
were thereupon distributed to the stockholders of Applicant 
as a liquidating dividend. 


Applicant represents that it is being dissolved as a Virginia 
Corporation. Applicant represents that it has no assets other 
than $1,000 in cash retained for payment of wind-up 
liabilities and expenses. Any retained cash not required to be 
expended to pay such liabilities and expenses will be 
remitted to Venture, pursuant to the Plan. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission on its own motion or upon 
application, finds that a registered investment company has 
ceased to be an investment company, it shall so declare by 
order, which may be upon appropriate conditions if 
necessary for the protection of investors, and upon taking 
effect of such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 23, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues, if any, of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or in case of 
an attorney-at-law, by certificate) shall be filed contem- 
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poraneously with the request. As provided in Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Ftizsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9375/July 29, 1976 


In the Matter of 
WHITE WELD & CO. INC. 
and 


WHITE WELD MONEY MARKET FUND 
One Liberty Plaza 
New York, New York 10006 


(812-3976) 
Investment Company Act of 1940 


ORDER. PURSUANT TO SECTION Qc) GRANTING 
EXEMPTION FROM SECTION 9(a) OF THE ACT 


The Commission on June 30, 1976 issued a Notice (Invest- 
ment Company Act Release No. 9337A) of an Application 
by White Weld & Co., Inc. (“WW”) and White Weld Money 
Market Fund (“WWMM") for an Order of Exemption pur- 
suant to Section 9(c) of the Investment Company Act of 
1940 (‘Act’’). This Application seeks an exemption for WW 
and WWMM from the provisions of Section 9(a) of the Act 
to the extent said section is applicable as a result of an in- 
junction entered upon consent against Swiss Credit Bank in 
an action entitled Securities and Exchange Commission v 
American Institute Counselors, Inc. et al. (United States 
District Court for the District of Columbia 75 Civ. 1965) 


The Notice gave interested persons an opportunity to re- 
quest a hearing: and stated an Order disposing of the 
Application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission has 
not ordered a hearing. 


The Commission has considered the matter and finds that 
the prohibition of Section 9(a), as applicable to WW and 
WWMM, would be unduly or disproportionately severe and 
the conduct of WW and WWMM has been such as not to 


make it against the public interest or protection of investors 
to grant the application. Accordingly, 


IT 1S ORDERED, pursuant to Section 9(c) of the Act, that the 
Application for Exemption from the provisions of Section 
9(a) of the Act, to the extent requested, be, and hereby is. 
granted, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9376/July 29, 1976 


In the Matter of 


SoGEN - SWISS INTERNATIONAL CORP. 
and 


SoGEN INTERNATIONAL FUND 
20 Broad Street 
New York, New York 10005 


(812-3975) 


ORDER PURSUANT TO SECTION 9Q9(c) GRANTING 
EXEMPTION FROM SECTION 9(a) OF THE ACT 


The Commission on June 30, 1976 issued a Notice (Invest- 
ment Company Act No. 9338A) of an Application by SoGen 
- Swiss International Corp. (“SoGen’’) and SoGen Inter- 
national Fund (the ‘‘Fund”) for an Order of Exemption pur- 
suant to Section 9(c) fo the Investment Company Act of 
1940 (‘Act’). This Application seeks an exemption for 
SoGen and the Fund from the provisions of Section 9(a) of 
the Act to the extent said section is applicable as a result of 
an injunction entered upon consent against Swiss Credit 
Bank in an action entitled Securities and Exchange Commis- 
sion v. American Institute Counselors, Inc. et al. (United 
States District Court for the District of Columbia 75 Civ. 
1965). 


The Notice gave interested persons an opportunity to re- 
quest a hearing and stated an Order disposing of the 
Application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission has 
not ordered a hearing. 


The Commission has considered the matter and finds that 
the prohibition of Section 9(a), as applicable to SoGen and 
the Fund, would be unduly or disproportionately severe and 
the conduct of SoGen and the Fund has been such as not to 
make it against the public interest or protection of investors 
to grant the application. Accordingly, 


IT 1S ORDERED, pursuant to Section 9(c) of that Act, that 
the Application for Exemption form the provisions of Section 
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9(a) of the Act, to the extent requested, be, and hereby is, 
granted, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9377/July 29, 1976 


Administrative Proceeding 
File No. 8123940 


ALEX. BROWN & SONS 
135 E. Baltimore Street 
Baltimore, Maryland 21201 


ORDER PURSUANT TO SECTION Q(c) OF THE 
INVESTMENT COMPANY ACT OF 1940 FOR EXEMPTION 
FROM SECTION 9(a) OF THE ACT 


Alex. Brown & Sons (the Applicant’) filed an Application 
pursuant to Section 9(c) of the Investment Company Act of 
1940 (the ‘‘Act’’) for an order exempting the Applicant from 
the provisions of Section 9(a) of the Act and, without pre- 
judice to the Commission's consideration of such Applica- 
tion, also applied for a Temporary Order of Exemption from 
Section 9{a) pending the Commission's determination of the 
Application for permanent exemption. On April 13, 1976 the 
Commission granted a temporary exemption from Section 
9(a) of the Act pending a determination of the Application 
for permanent exemption. On April 13, 1976 notice was 
given that interested persons may, not later than May 7, 
1976 at 5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by a state- 
ment as to the nature of their interest, the reason for such 
request, and the issues of fact or law proposed to be con- 
troverted. (Investment Company Release No. 9246/April 
13, 1976). No such hearing has been requested. 


The Application for permanent exemption from Section 9(a) 
of the Act makes representations which are summarized 
below. 


The Applicant is a partnership registered with the Commis- 
sion as a broker-dealer and as an investment adviser. On 
April 13, 1976, in an action commenced against the Appli- 
cant by the Commission pursuant to Sections 2 1(d) and (e) 
of the Securities Exchange Act of 1934 (the “Exchange 
Act’), the United States District Court for the District of 
Maryland entered a Final Judgment (the “Consent Decree’) 
enjoining the Applicant and its partners, officers, agents, ser- 
vants, and employees from violations of Sections 9(a)(2), 
10(b), 13(d), and 16(a) of the Exchange Act and Rules 10b- 
5, 10b-6, 13d-1, 13d-2, and 16a-1 thereunder in connec- 
tion with certain activities of the Applicant and one of its 
Registered Representatives in the common stock of AVX 
Corporation and its predecessors. The Applicant consented 
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to the entry of the Final Judgment without admitting or 
denying the allegations of the Commission’s Complaint. 


Section 9(a) of the Act, as here pertinent, makes it unlawful 
for any person, or any company with which such person is 
affiliated, to serve or act in the capacity of employee, officer, 
director, member of advisory board, investment adviser or 
depositor of any registered investment company or principal 
underwriter for any registered open-end company, 
registered unit investment trust, or registered face-amount 
certificate company, if such person is , by reason of any mis- 
conduct, permanently or temporarily enjoined by order, judg- 
ment, or decree of any court of competent jurisdiction from 
engaging in or continuing any conduct or practice in connec- 
tion with the purchase or sale of any security. 


Section 9(c) provides that upon application the Commission 
by order shall grant an exemption from the provisions of Sec- 
tion 9(a), either unconditionally or on an appropriate tem- 
porary or other conditional basis, if it is established that the 
prohibitions of Section 9(a), as applied to such person, are 
unduly or disproportionately severe or that the conduct of 
such person has been such as not to make it against the 
public interest or protection of investors to grant such 
application. 


For the following reasons, the Applicant contends that the 
prohibitions of Section 9(a) of the Act, to the extent 
applicable by virtue of the entry of the Judgment, would be 
unduly and disproportionately severe as applied to it and its 
partners, officers, agents, servants, and employees, and that 
its conduct has been such as not to make it against the 
public interest of the protection of investors for the Commis- 
sion to grant a permanent exemption from the provisions of 
Section 9(a) of the Act: 


(i) the Consent Decree was entered with the consent 
of the Applicant for the purposes of that action only, 
without admitting or denying the material allegations 
of the complaint and without consenting to the 
jurisdiction of any wrongdoing or liability; 


(ii) at all times the Applicant acted in good faith and in 
the belief that its actions complied with all provisions 
of the federal securities laws; 


(iii) except for the action that resulted in the Consent 
Decree, the Applicant has never been the subject of an 
injunctive action initiated by the Commission and has 
never applied for an exemption from the provisions of 
Section 9(a) fo the Act; 


(iv) the Applicant has undertaken to institute im- 
provements in its supervisory procedures in order to 
prevent a recurrence of the activities that lead to the 
violations alleged by the Commission in the complaint 
and to ensure that its employees are fully aware of its 
written policies and procedures and of their respon- 
sibilities; and 


(v) the continued and uninterrupted investment ad- 
visory and underwriting services rendered by the 
Applicant are important to the various persons and 
business entities to whom such services are rendered. 


The Commission has considered the matter and finds. that: 
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(1) the appropriate notice has been given and an op- 
portunity provided for interested persons to request a 
hearing on the instant matter: 


(2) the appropriate period had passed and no hearing 
has been requested; 


(3) the conduct of the Applicant has been such as not 
to make it against the public interest or protection of 
investors to grant the application for an exemption 
from Section 9(a); and 


(4) in order to maintain uninterrupted investment ad- 
visory and underwriting services rendered by the 
Applicant, it is necessary and appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act that the order of ex- 
emption be issued forthwith. 


Accordingly, IT 1S ORDERED, pursuant to Section 9(c) of 
the Act that the Applicant, its partners, officers, agents, ser- 
vants, and employees be and they are hereby exempted 
from the provisions of Section 9(a) of the Act, with respect 
to the entry of the Final Judgement of Permanent Injunction 
in the matter of SEC v. Alex. Brown & Sons, et al. (U.S.D.C., 
Md. Civ. Action No. 76-555) as set forth above. 


By the Commission 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9378/July 29, 1976 


In the Matter of 
ACACIA NATIONAL LIFE INSURANCE COMPANY 


and 


ACACIA NATIONAL VARIABLE ANNUITY ACCOUNT 
A 

51 Louisiana Ave., N.W. 

Washington, D.C. 20001 


(812-3888) 


ORDER PURSUANT TO SECTION 11 OF THE ACT 
APPROVING OFFERS OF EXCHANGE AND PURSUANT TO 
SECTION 6(c) OF THE ACT GRANTING EXEMPTION FROM 
SECTIONS 26(a), 27(a)(3), AND 27(c)(2) OF THE ACT 


Acacia National Life Insurance Company (“Acacia National 
Life’), a Virginia stock life insurance company, and Acacia 
National Variable Annuity Account A (“Variable Account 
A"), a separate account of Acacia National Life registered 
under the Investment Company Act of 1940 ("Act") as a 
unit investment trust (hereinafter collectively referred to as 
“Applicants’’), filed an application on December 19, 1975, 


and amendments thereto on February 6, 1976, and June 25, 
1976, pursuant to Section 11 of the Act, for an order ap- 
proving certain offers of exchange, and pursuant to Section 
6(c) of the Act for an order of exemption from Sections 
26(a), 27(a)(3), and 27(c)(2) of the Act. 


On July 1, 1976, the Commission issued a notice (Invest- 
ment Company Act Release No. 9335) of the filing of the 
application. The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order dispos- 
ing of the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 


The matter has been considered and it has been found that 
the granting of the application is appropriate in the public in- 
terest and consistent with the protection of the investors 
and the purposes fairly intended by the policy and provisions 
of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 11 of the Act, that the 
proposed exchange offers are approved, and, pursuant to 
Section 6(c) of the Act, that the application for exemption 
from the provisions of Sections 26(a), 27(a)(3), and 27(c)(2) 
fo the Act, be, and hereby is, granted effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9379/July 29, 1976 


In the Matter of 


VOYAGER LIFE INSURANCE COMPANY 


AND 


VOYAGER VARIABLE ANNUITY FUND 
2255 Phyllis Street 
Jacksonville, Florida 32203 


(812-3838) 


NOTICE OF APPLICATION PURSUANT TO. SECTION 6(c) 
OF THE ACT FOR AN ORDER OF EXEMPTION FROM 
SECTION 27(a)(3) OF THE ACT 


NOTICE IS HEREBY GIVEN that Voyager Life Insurance 
Company (‘Voyager’), a stock life insurance company 
organized under the laws of Florida, and Voyager Variable 
Annuity Fund (‘Fund’), a separate account of Voyager 
registered under the Investment Company Act of 1940 
(“Act”) as an open-end diversified management investment 
company, (collectively referred to as “Applicants’’) filed an 
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application on November 17, 1975, and amendments 
thereto on December 10, 1975, June 16, 1976, and July 
13, 1976, pursuant to Section 6(c) of the Act for an order of 
exemption from Section 27(a)(3) of the Act. All interested 
persons are referred to the application on file with the Com- 
mission for a statement of the representations therein which 
are summarized below. 


The Fund was established for the purpose of funding 
benefits payable under certain individual and group variable 
annuity contracts sold by Voyager. In conjunction with 
Voyager, the Fund wishes to permit, under certain cir- 
cumstances, the ‘purchase of variable annuity contracts 
without saies and administrative charges assessed against 
initial payments and, therefore, at a sales load which varies 
from the sales load described in the prospectus, in order to 
reflect differences in costs or services. Applicants maintain 
that such provisions would not be unfairly discriminatory 
against any person, as provided for by Rule 22d-3 under the 
Act. As proposed, purchase payments would be subject to 
no load if they are made with funds constituting (i) surrender 
values or death benefits under a life insurance policy issued 
by Voyager; (ii) proceeds payable on the death of a con- 
tractholder under fixed or variable annuity contracts offered 
by Voyager and/or the Fund, either before or after annuity 
payments have begun; and (iii) previously accumulated 
funds held under pre-existing pension, profit-sharing or an- 
nuity plans transferred to Voyager to be used to purchase 
variable annuity contracts in order to fund retirement 
benefits under similar programs. 


Section 27(a)(3) of the Act provided that no registered in- 
vestment company issuing periodic payment plan cer- 
tificates and no depositor of or underwriter for such com- 
pany, may sell any such certificates if the amount of sales 
load deducted from any one of the first twelve monthly 
payments exceeds proportionately the amount deducted 
from any other such payment, or if the amount deducted 
from any subsequent payment exceeds proportionately the 
amount deducted from any other subsequent payment. 


Applicants assert that when proceeds or accumulated funds 
are used or transferred for the purchase of a periodic pay- 
ment plan certificate or contract. and no sales and ad- 
ministrative charges are deducted from the transfer pay- 
ment, Section 27(a)(3) might be viewed as prohibiting 
deduction from subsequent accumulation payments of the 
usual sales and administrative charges described in the 
applicable prospectus. 


Applicants represent that Section 27(a)(3) was designed to 
lessen losses which might be incurred upon early termina- 
tion of periodic payment plan certificates involving front-end 
load arrangements. The proposed waiver of sales and ad- 
ministrative charges from the transfer payment does not in- 
volve a front-end load arrangement and the subsequent im- 
position on regular monthly payments of the usual charges 
described in the prospectus cannon lead to the abuses in- 
tended to be prevented by the enactment of Section 
27(a)(3). 


Applicants therefore request an exemption from Section 
27(a)(3), which exemption would be applicable to contracts 
sold as described above pursuant to the provisions of Rule 
22d-3, to permit the deduction of usual sales and ad- 
ministrative charges, as described in the applicable prospec- 
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tus, from periodic monthly payments on annuity contracts 
offered by Applicants for which no sales load was charged 
on a transfer payment. 


Applicants have consented to the requested exemption be- 
ing made subject to the condition that Voyager will follow 
established procedures to minimize and prevent the inap- 
propriate replacement of annuity contracts issued by other 
companies. Included in each application for an annuity con- 
tract is a statement to be signed by the potential purchaser 
as to whether the proposed annuity will replace an existing 
policy or contract, and a similar statement is required to be 
submitted by the agent. If replacement is proposed a written 
disciosure statement containing all material information, in- 
cluding, but not limited to, a comparision of the existing and 
proposed contract provisions and charges is furnished the 
potential purchaser. Voyager also will notify the company 
which issued the existing contract that the potential 
purchaser proposes to make a transfer of funds from that 
company. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may, by order upon application, conditionally or uncon- 
ditionally exempt any person, security, or transaction, or any 
class or classes of persons, securities, or transactions from 
any provision or provisions of the Act or of any rule or 
regulation under the Act, if and to the extent such exemption 
is necessary or appropriate in the public interest and consis- 
tent with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. c 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 24, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing thereon 
Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or 
by mail upon Applicants at the address stated above. Proof 
of such service (by affidavit, or in the case of an attorney of 
law by certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application will be issued as of course following 
August 24, 1976 unless the Commission orders a hearing 
upon request or upon the Commission's own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by. the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


SAVINGS BANK INVESTMENT FUND 
50 Congress Street 
Boston, Massachusetts 02109 


(812-398) 
SUPPLEMENTARY ORDER OF EXEMPTION 


Savings Bank Investment Fund ("Applicant’’), a corporation 
duly organized pursuant to a special act of the 
Massachusetts legislature, effective August 8, 1945, and 
registered under the Investment Company Act of 1940 
(“Act’’) as an open-end, diversified, management investment 
company, filed on May 3, 1976, an application pursuant to 
Section 6(c), 18(i) and 22(e) of the Act requesting an order 
supplementing the Commission's exemptive order of 
December 17, 1946, (Investment Company Act Release No. 
988) declaring that a proposed amendment of Applicant's 
charter and the exercise by Applicant's Board of Directors of 
the authority granted thereby will not effect the validity of 
the exemptions granted by the December 17, 1946, exemp- 
tive order. The 1946 order granted Applicant exemption 
from Sections 13(a), 15(a), 16(a), 18(i), 22(d) and (e), 24(d), 
32(a)(2) and (3) of the Act. 


On June 15, 1976, a notice was issued of the filing of said 
application (Investment Company Act Release No 9321). 
That notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the gran- 
ting of the supplementary order of exemption is appropriate 
in the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. 


IT 1S ORDERED that the application for an order supplemen- 
ting the December 17, 1976, order of exemption is granted, 
effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9381/July 29, 1976 


In the Matter of 


THE MEDICI FUND, INC. 
c/o John L. Goldstone, Esq. 
Cardozo, Goldstone & Cardozo 
488 Madison Avenue 

New York, New York 10022 


(811-1506) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLARING 
THAT COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY. 


NOTICE IS HEREBY GIVEN that on May 7, 1976, the 
Medici Fund, Inc. (‘“Applicant’’), registered under the Invest- 
ment Company Act of 1940 (the “Act’’) as an open-end, 
non-diversified management investment company, filed an 
application pursuant to Section 8(f) of the Act for an order of 
the Commission declaring that it has ceased to be an invest- 
ment company as defined by the Act. All interested persons 
are referred to the Application on file with the Commission 
for a statement of the representations contained therein, 
which are summarized below. 


Applicant was incorporated under the laws of the State of 
Delaware on December 5, 1966, and registered under the 
Act on June 9, 1967. 


As of December 31, 1975, Applicant had 57,403 shares 
registered and outstanding, representing net assets of 
$227,281.71. 


Applicant states that at a special meeting of its shareholders 
held on December 22, 1975, approval was given to a certain 
Agreement and Plan (‘‘Agreement’’) that had previously 
been approved by the Applicant’s Board of Directors. The 
Agreement, entered into the Clarence M. Whipple Fund 
(‘Whipple’), an open-end, diversified management invest- 
ment company registered under the Act, provided for the 
sale to Whipple of substantially all the assets of Applicant in 
exchange for shares of Whipple, with such shares of Whip- 
ple to be distributed to shareholders of Applicant. 


On December 31, 1975, substantially all of the assets of the 
Applicant were transferred to Whipple in consideration of 
15,827,417 shares of Whipple which were thereupon 
transferred to shareholders of the Applicant in proportion to 
their respective holdings of Applicant's capital stock. Appli- 
cant asserts that it has paid or reserved for all its liabilities 
and distributed all its net assets, and that it has ceased to 
function as an investment company and has filed a Cer- 
tificate of Dissolution in the Office of the Secretary of State 
of Delaware on April 1, 1976. 


Section 8(f) of the Act provides, in part, that whenever the 
Commission, on its own motion or upon application, finds 
that a registered investment company has ceased to be an 
investment company, it shall so declare by order and, upon 
the taking effect of such order, the registration of such com- 
pany shall cease to be in effect. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than August 24, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on this 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communicaton should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail upon the Applicant at the ad- 
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dress stated above. Proof of such service (by affidavit or, in 
case of an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the Act, an 
order disposing of the matter will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's own mo- 
tion. Persons who request a hearing or advice as to whether 
a hearing is ordered will received any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 529/July 28, 1976 


In the Matter of 


F.C. BERCKEFELDT AND CO., INC. 
FRED C. BERCKEFELDT 


(801-9887) 


The Securities and Exchange Commission has ordered the 
institution of public administrative proceedings pursuant to 
Sections 203(e) and 203(f) of the Investment Advisers Act 
of 1940 ("IA Act’) against F.C. Berckefeldt and Co., Inc. 
(“Registrant”) and Fred C. Beckefeldt (‘’Berckefeldt’’) 
associated person of Registrant. 


The proceedings are based upon allegations of the staff that 
Registrant wilfully violated and that Berckefeldt wilfully aid- 
ed and abetted violations of Sections 205 and 206 of the IA 
Act, Sections 5(a), 5(c) and 17(a) of the Securities Act of 
1933, and Section 10(b) of the Securities Exchange Act of 
1934 and Rule 10b-5 thereunder, in that they, directly or in- 
directly, (1) sold Registrant’s stock without registration, (2) 
failed to disclose Registrant's financial condition to in- 
vestors, (3) failed to disclose the use of proceeds from the 
sale of such stock, (4) misrepresented future prospects for 
growth and success of Registrant, (5) failed to disclose the 
source of the stock being offered, and (6) shared in the 
capital appreciation of Registrant’s clients 


A hearing will be scheduled by further order to determine 
whether the allegations of the staff are true to afford the 
respondents an opportunity to offer any defense thereto, and 
to determine whether any action of a remedial nature is 
necessary or appropriate in the public interest. 
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ACCOUNTING SERIES 
Release No 194/July 28, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5730/July 28, 1976 








LITIGATION 





Litigation Release No. 7503/July 23, 1976 


SEC v. General Financial Services, Inc., et al. 
(E.D. Va., Alexandria Division, Civil Action No. 76-562-A) 


Paul F. Leonard, Administrator of the Washington Regional 
Office, announced that on July 20, 1976, the Commission 
filed a complaint in the U.S. District Court for the Eastern 
District of Virginia in Alexandria, Virginia, seeking to enjoin 
General Financial Services (‘‘"GFS’), Realty Equities Corp. 
(“Realty’’), Novemco Inc., (“Novemco”), Timothy F. Pegler & 
Co., Ltd. (“TEP”), all of Annandale, Virginia, Preferred Invest- 
ment Corp. (“PIC”) of Silver Spring, Maryland, Harry Ruddy 
(“Ruddy”) of Islip, New York, Hans Richard Banziger ("H. 
Banziger’) of Reston, Virginia, Walter Traugott Banziger 
(“W. Banziger’’) of Annadale, Virginia, David Lester Woody 
(“D. Woody”) of Spencerville, Maryland, Edward Arnold 
Woody (“E. Woody’) of Silver Spring, Maryland, and 
Timothy Francis Pegler (Pegler) of Strasburg, Virginia, 
from violating the registration and anti-fraud provisions of 
the securities laws in the offer and sale of interests in 
general and limited partnerships in which Realty, GFS and 
PIC acted as managing partners to organize the partnerships 
as well as buy and manage the underlying real property 
owned by the partnerships. The complaint also alleges 
violations of the registration and anti-fraud provisions of the 
securities laws in the sale by the defendants of stock and 
debentures of GFS and Washington Laboratories, a defunct 
GFS subsidiary. The Commission seeks the appointment by 
the court of an accountant for GFS, Realty, PIC, Novemco, 
TFP, their subsidiaries and affiliates and the subject 
partnerships to render an accurate financial statement and 
balance sheet for each partnership and each defendant enti 
ty and to trace the disposition and use of all funds raised 
from investors by the defendants. 


The complaint alleges that during the period from June 
1971 to the present, GFS, Realty, PIC, Novemco, TFP, Rud- 
dy H. Banzinger, W. Banziger, over 325 public investors 
residing in Virginia, Maryland, New Jersey and the District of 
Columbia raising initial capital contributions from investors 
of at least $3,000,000 with a total purchase price of the 
partnership interests in excess of $20,000,000. In addition, 
the complaint alleges that over 26 investors bought $280.- 
000 of GFS and Washington Laboratories stock and deben- 
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tures from September 1973 until October 1974. The com- 
plaint alleges that the defendants defrauded investors in that 
they defendants defrauded investors in thay they failed to 
disclose that; the partnership properties had been marked 
up from 4 - 23%, they caused income and revenue of distinct 
partnerships to be commingled in various bank accounts, 
they overstated partnership income, they prepared false 
financial statements, they sold interests in partnerships 
when at the time of the sale the defendants did not own the 
underlying real property, and that they paid individual in- 
vestors a return on their investments on a selective basis. 
Additionally, the complaint alleges that brochures and oral 
presentations made to investors and prospective investors 
contained false and misleading statements of material facts 
including that; Realty, GFS and PIC as managing general 
partner had much experience in the successful organization 
and operation of real property partnerships with limited 
liabililty, and certain partnerships were operating at a profit. 


Also on July 20, 1976, the Honorable Albert V. Bryan of the 
Federal District Court in Alexandria, Virginia entered an 
order of permanent injunction by consent against GFS, Real- 
ty, Novemco, TFP, PIC, H. Banziger, W. Banziger, D. Woody 
and E. Woody. 


The final judgment to which the defendants consented 
without admitting or denying the allegations of the com- 
plaint permanently enjoins the defendants from further 
violations of the registration and anti-fraud provisions of the 
federal securities laws in connection with the offer and sale 
of the partnership interests and stock and bonds sold by the 
defendants, or any securities of any other issuer. 


The final judgment also ordered the appointment of an ac- 
countant to render an accounting, within 90 days of the dis- 
positon of funds raised from investors as well as an accurate 
financial statement for the defendant entities, their sub- 
sidiaries and the subject partnerships. 





Litigation Release No. 7504/July 27, 1976 


STATE OF MONTANA V. CHARLES W. SANDERS 
(YELLOWSTONE COUNTY) 


Harold Hanser, County Attorney for the County of 
Yellowstone, Billings, Montana, Robert H. Davenport, Ad- 
ministrator of the Denver Regional Office, and Jack H. 
Bookey, Administrator of the Seattle Regional Office of the 
Securities and Exchange Commission, jointly announced 
that on July 9, 1976 a complaint was filed against Charles 
W. Sanders of Dallas, Texas, in Justice Court, Yellowstone 
County, Montana, charging him with two counts of theft 
(felony) by deception in violation of Section 94-6-302(2) of 
the Revised Codes of Montana. 


The staff of the Commission furnished assistance to the 
County Attorney's Office, Yellowstone County, Billings, 
Montana, in connection with this matter. 
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Litigation Release No. 7505/July 29, 1976 
SEC v. VTR, Inc., (D.D.C. Civil Action No. 190-73) 


The Securities and Exchange Commission (‘Commission’) 
announced that on July 14, 1976 the Honorable Oliver 
Gasch, U.S. District Judge for the District of Columbia, 
entered judgement against VTR, Inc. (“VTR”) in the sum of 
$1,900 and against VTR’s President David E. Jordan (‘‘Jor- 
dan’), in the amount of $5,700. 


On October 22, 1975 Judge Gasch had found VTR and Jor- 
dan in civil contempt of the Court's final Judgment of Per- 
manent Injunction entered April 19, 1973 which required 
VTR to file with the Commission at its headquarters in 
Washington, D.C. within a specified time certain delinquent 
reports and enjoined VTR from further failing to timely and 
properly file annual, quarterly and other reports with the 
Commission. In that October 22, 1975 decree of contempt 
the Court found, among other things, that VTR had not filed 
and Jordan had not caused to be filed with the Commission 
VTR’s annual report on Form 10-K for its fiscal year ended 
December 31, 1974 and an appropriate amendment under 
cover of Form 8 correcting material deficiencies with respect 
to its annual report on Form 10-K for its fiscal year ended 
December 31, 1973. In a supplemental order of November 
4, 1975 the Court, among other things, ordered VTR to file 
those reports with the Commission and Jordan to cause 
them to be so filed on or before December 1, 1975. It was 
further provided that VTR should be fined $25 per day and 
Jordan $75 per day for each day there was a failure to fully 
comply with those filing requirements and the Court's 
Orders. Upon a showing by the Commission that VTR and 
Jordan had failed to effect those filings from December 2, 
1975 through February 2, 1976 Judge Gasch entered judg- 
ment of $4,725 against Jordan and $1,575 against VTR on 
March 3, 1976. $6,300 was paid into the registry of the 
Court on March 26, 1976 in satisfaction of those judgments. 


Upon a subsequent showing by the Commission that VTR 
and Jordan continued in failing to effect full compliance from 
February 3, 1976 through April 2, 1976, Judge Gasch 
entered two judgments on April 29, 1976 for sixty days of 
additional fine, one against VTR in the sum of $1,500 and 
the other against Jordan in the amount of $4,500. Judge 
Gasch also ordered that a limited receiver be appointed to 
oversee the prompt preparation and filing of certain of VTR’s 
delinquent reports. On May 26, 1976 Judge Gasch ap- 
pointed Burton R. Tauber of New York as this limited 
receiver. 


The two judgments of fine entered by Judge Gasch on July 
14, 1976 were based on a showing by the Commission that 
from April 3, 1076 through and including June 17, 1976 
VTR had failed to file and Jordan had failed to cause to be 
filed the above stated reports as well as its annual report on 
Form 10-K for its fiscal year ended December 31, 1975 and 
its quarterly report on Form 10-Q for its fiscal quarter ended 
March 31, 1976. 
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